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WEDNESDAY, APRIL 10, 1957 


Unrrep States SENATE, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop Contrrot— 
Rivers AND Harsors, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:07 a. m., in room 
412, Senate Office Building, Hon. Robert S. Kerr, presiding. 

Present: Senators Kerr (chairman of the subcommittee), Gore, 
Neuberger, Scott, Carroll, Case, Kuchel, Cotton, and Hruska. 

Also present: Senators Clark (Pennsylvania), Ives (New York), 
Javits (New York), and Congressman Miller (New York). 

Senator Kerr. The committee will be in order. 

We have before us 8S. 512 and S. 1037, bills to authorize the con- 
struction of certain works of improvement in the Niagara River for 
power and other purposes. 

(S. 512 and S. 1037 follow :) 


[S. 512, 85th Cong., Ist sess. ] 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


Be it enacted la: the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant to the provisions of the reser- 
vation of the Senate of the United States in giving its advice and consent to the 
ratification of the treaty between the United States of America and Canada con- 
cerning uses of the waters of the Niagara River signed February 27, 1950, which 
provides that no project for redevelopment of the United States share of such 
waters shall be undertaken until it be specifically authorized by Act of Congress, 
a project for the redevelopment of the United States share of such waters for 
power purposes is hereby authorized, in accordance with existing general laws 
of the United States and this Act. This authorization constitutes compliance 
with the reservation to said treaty and is consistent therewith. 

Sec. 2. (a) The Federal Power Commission is hereby authorized and directed 
to issue a license to the New York Power Authority for the construction and 
operation of the project, upon its application therefor and its acceptance of 
licensing conditions set forth in this section. 

(b) The Federal Power Commission shall include among the licensing condi- 
tions, in addition to those deemed necessary and required under the terms of the 
Federal Power Act, the following : 

(1) In contracting for the disposition of project power, the licensee (the New 
York Power Authority) shall (A) give equal preference for the purchase of such 
power to (i) counties and municipalities, including their agencies or instrumen- 
talities, (ii) departments, agencies, and instrumentalities of New York State, 
(iii) rural electric cooperatives not organized or administered for profit but 
primarily for the purpose of supplying electric energy to their members as nearly 
as possible at cost; and (iv) the defense agencies of the United States, and (B) 
make flexible arrangements and contracts for the disposition of project power 
to utility companies organized and administered for profit, with suitable pro- 
visions in such contracts for the withdrawal upon reasonable notice and fair 


terms of enough power to meet the needs of the foregoing classes of preference 
customers, 
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(2) The licensee shall, if available on reasonable terms and conditions, acquire 
by purchase or other agreement, the ownership or use of, or if unable to do so, 
construct such transmission lines as may be necessary to make the power and 
energy generated at the project available in wholesale quantities for sale on fair 
and reasonable terms and conditions to privately owned companies, to the pref- 
erence customers enumerated in subparagraph (1) (A) of this subsection, and 
to the neighboring States in accordance with paragraph (3) of this subsection. 

(3) The licensee shall make a reasonable portion of the project power avail- 
able for use within economic transmission distance in neighboring States and 
shall cooperate with the appropriate agencies in such States to insure compliance 
with this requirement. In the event of disagreement between the licensee and 
the power-marketing agencies of any of such States, the Federal Power Com- 
mission may, after public hearings, determine and fix the applicable portion of 
power to be made available and the terms applicable thereto: Provided, That if 
any such State shall have designated a bargaining agency for the procurement 
of such power on behalf of such State, the licensee shall deal only with such 
agency in that State. With respect to the share of the power so allocated, the 
arrangements made by the licensee for the sale of power to or in such States 
shall include observance of the preferences numbered (i) and (iii) in subpara- 
graph (1) (A) of this subsection. 

(4) Project power shall be sold and distributed primarily for the benefit of 
the people as consumers, and particularly for the benefit of domestic and rural 
consumers, to whom it shall be made available at the lowest rates reasonably 
possible and in such manner as to encourage the widest possible use. 

(5) In the event project power is sold to any purchaser for resale, contracts 
for such sale shall include adequate provisions for establishing resale rates, to 
be approved by the licensee, consistent with paragraph (4) of this subsection. 

(6) The licensee, in cooperation with the appropriate agency of the State of 
New York which is concerned with the development of parks in such State, shall 
construct a scenic drive and park on the American side of the Niagara River, 
near the Niagara Falls, pursuant to a plan, the general outlines of which shall 
be approved by the Federal Power Commission; and the cost of such drive and 
park shall be considered a part of the cost of the power project and part of the 
licensee’s net investment in said project: Provided, That the maximum part of 
the cost of such drive and park to be borne by the power project and to be con- 
sidered a part of the licensee‘s net investment shall be $15,000,000. 

(7) The licensee shall pay to the United States and inclua@in its net invest- 
ment in the project herein authorized the United States share of the cost of the 
construction of the remedial works, including engineering and economic investi- 
gations, undertaken in accordance with article II of the treaty referred to in 
the first section of this Act whenever such remedial works are constructed 
by the United States. 

Sec. 3. The license issued under the terms of this Act shall be granted in con- 
formance with Rules of Practice and Procedure of the Federal Power Commis- 
sion, but in the event of any conflict, the provisions of this Act shall govern in 
respect of the project herein authorized. 

Sec. 4. This Act may be cited as the “Niagara Redevelopment Act of 1957”. 


[S. 1037, 85th Cong., 1st sess.] 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


CONGRESSIONAL FINDINGS 


Section 1. The Congress hereby finds and declares— 

(a) that an emergency exists in the western part of the State of New 
York as a result of a rock slide which on June 7, 1956, destroyed most of 
the facilities employed by the licensee of Federal Power Commission project 
16 for the generation of power by the use of waters of the Niagara River; 

(b) that the power generated at such facilities was largely used by elec- 
trochemical and electrometallurgical industries vital to the defense of the 
United States and employing a large proportion of all workers resident 
in the vicinity ; 
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(c) that these industries would be forced to curtail their operations dras- 
tically or abandon them at a cost of tens of thousands of jobs were it not 
that they are able to reecive necessary power at high cost on a temporary 
basis from the generating facilities of the Hydro-BHlectric Power Commis- 
sion of Ontario which is using not only Canada’s share of the water per- 
mitted under the treaty signed on February 27, 1950, between the United 
States and Canada, but also a large part of the United States share of 
such water ; 

(d) that the licensee of project 16 is entitled to use nineteen thousand 
seven hundred and twenty-five cubie feet per second of the United States 
share of the waters until 1971 and to use a further twelve thousand seven 
hundred and seventy-five cubic feet per second until further order of the 
Commission ; 

(e) that by the use of this total of thirty-two thousand five hundred cubic 
feet of water per second, the licensee of project 16 annually produced 
approximately four billion kilowatt-hours of energy ; 

(f) that a modern hydroelectric plant proposed to be constructed by the 
Power Authority of the State of New York to take advantage of the entire 
drop of the Niagara River can produce about the same amount of power 
by the use of nineteen thousand seven hundred and twenty-five cubic feet of 
such water per second ; 

(g) that, by the use of this water and of the additional water permitted 
to be used under the 1950 treaty, approximately thirteen billion kilowatt- 
hours annually of urgently needed power can be produced by the project; 
and 

(h) that it is, therefore, imperative that the works to produce such power 
be constructed without further delay. 


ISSUANCE OF LICENSE 


Sec. 2. The Federal Power Commission is hereby expressly authorized and 
directed to issue a license pursuant to the Federal Power Act to the Power 
Authority of the State of New York for a power project with capacity to utilize 
all of the United States share of the waters of the Niagara River permitted by 
international agreement. 


CONDITIONS OF LICENSE 


Sec. 3. The Federal Power Commission shall inelude among the conditions of 
the license issued under section 2— 

(a) a provision requiring the licensee to reimburse the United States for 
its share of the cost of construction of remedial works, including engineer- 
ing and economic investigations, undertaken in accordance with article II 
of the 1950 treaty ; 

(b) a provision requiring the licensee, as a part of the cost of the project 
and in cooperation with the agency of the State of New York in charge of 
the development of parks, to protect the scenic values of the American side 
of the gorge in a manner similar to that in which they have been safe- 
guarded on the Canadian side and to construct a scenic drive and park on 
the American side of the Niagara River near Niagara Falls pursuant to a 
plan, the general outlines of which shall be approved by the Federal Power 
Commission ; 

(c) a provision requiring the licensee to contract, with the approval of 
the Governor of the State of New York, pursuant to the procedure estab- 
lished by New York law, to sell to the licensee of project 16 for a period end- 
ing on the final maturity date of the bonds initially issued to finance the 
project works herein specifically authorized, four hundred and forty-five 
thousand kilowatts of power, which is equivalent to the amount produced 
by project 16 prior to June 7, 1956, for the same general purposes for which 
power from project 16 was utilized and in order to restore as nearly as 
possible low power costs: Provided, That the licensee of project 16 consents 
to the surrender of its license at the completion of the construction of such 
project works upon terms agreed to by both licensees and approved by the 
Federal Power Commission which shall include the following: (i) the 
licensee of project 16 shall waive and release any claim for compensation 
or damages from the Power Authority of the State of New York or the 
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State of New York except just compensation for tangible property and 
rights-of-way actually taken, (ii) without limiting the generality of the 
foregoing, the licensee of project 16 shall waive all claims to compensation 
or damages based upon loss of or damage to riparian rights, diversionary 
rights or other rights relating to the diversion or use of water, whether 
founded on legislative grant or otherwise ; 

(d) a provision giving defense agencies of the United States a preference 
to purchase power ; 

(e) a provision requiring a reasonable amount of power to be made avail- 
able within the project’s economic market area in neighboring States to be 
distributed according to their laws; 

(f) a provision requiring that a reasonable amount of the power avail- 
able in the State of New York and of the power made available in neighbor- 
ing States under paragraph (e) be allocated for the present and reasonably 
foreseeable future needs of rural electric cooperatives and municipalities in 
the project’s economic market area. 


SHORT TITLE 
Sec. 4. This Act may be cited as the “Niagara Deveiopment Act of 1957.” 


Senator Kerr. There will be incorporated in the record at this point 
letters pertaining to this hearing from the following: Mr. Robert E. 
Merriam, Assistant Director, Bureau of the Budget; Mr. Robert C. 
Hill, Assistant Secretary, Department of State: Mr. Wilber M. 
Brucker, Secretary of the Army; and the reports of the Federal 
Power Commission. 

(The letters referred to follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
March 4, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 


My Dear Mr. CHAIRMAN: This is in reply to your letters_of January 15 and 
February 5, 1957, requesting the views of the Bureau of the Budget on S. 512 
and §S. 1037, to authorize the construction of certain works of improvement in 
the Niagara River for power and other purposes. 

Although these bills differ in certain respects, they both would authorize the 
Federal Power Commission to issue a license to the New York Power Authority 
for the redevelopment of the United States share of the waters of the Niagara 
River. In accordance with the President’s recommendation in his recent budg- 
et message, we strongly support prompt enactment of legislation which will 
make it possible to fully develop the hydroelectric power potential of this river. 

In view of the need for congressional action to permit redevelopment to go 
forward and the emergency created by the destruction of part of the generating 
capacity at Niagara, the Bureau believes that the enactment of S. 1037 would 
be in the best interests of all concerned, and recommends favorable action on it 
by the committee. In making this recommendation, we assume that power dis- 
tribution (other than that specified in the bill) will be made in accordance with 
New York law. 

Sincerely yours, 
Ropert BE. Merriam, Assistant Director. 


DEPARTMENT OF STATE, 
Washington, Mareh 6, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 


DEAR SENATOR CHAVEZ: Reference is made to your letter of January 15, 1957, 
and the reply of this Department dated January 16, 1957, concerning your desire 
to receive comment on S. 512, a bill to authorize the construction of certain works 
of improvement in the Niagara River for power and other purposes. 
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Section 2 (7) of the bill as it stands concludes with the words “ * * * when- 
ever such remedial works are constructed by the United States.” It is our 
suggestion that the words which we have italicized be deleted. This is because 
the last sentence of article II of the treaty between the United States and 
Canada signed February 27, 1950, states as follows: “the total cost of the works 
shall be divided equally between the United States and Canada.” There is no 
condition that the amount which the United States is to pay is dependent upon 
the amount of construction done by the United States alone. 

Since matters of domesic policy are involved, no comment is made as to the 
propriety of the bill’s passage. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Rosert ©. HI, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, March 6, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

DEAR SENATOR CHAVEZ: Reference is made to your letter of February 5, 
1957, and the reply of this Department dated February 6, 1957, concerning your 
request for comment by this Department on S. 1037, a bill to authorize the 
construction of certain works of improvement in the Niagara River for power 
and other purposes. 

So far as the interests of this Departinent are concerned there is no objection 
to the enactment of this bill. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Rosert ©. HI, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF THE ARMY, 
April 8, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your requests to the Secretary 
of Defense for the views of the Department of Defense with respect to 8S. 512 
and S. 1037, 85th Congress, bills to authorize the construction of certains works 
of improvement in the Niagara River for power and other purposes. The Secre- 
tary of Defense has assigned to the Department of the Army the responsibility 
for preparation of a report. 

The Department of the Army has considered the above-mentioned bills. The 
purpose of the bills is to authorize a project for power redevelopment to utilize 
the United States share of the waters of the Niagara River made available by 
treaty between the United States and Canada. The bills would authorize 
and direct the Federal Power Commission to issue a license to the Power 
Authority of the State of New York for the construction and operation of the 
project. The bills provide that the licensee shall pay to the United States the 
United States share of the cost of construction of the remedial works under- 
taken in accordance with the treaty. The bills differ principally in certain con- 
ditions which are specified for inclusion in the license with respect to the 
disposition of project power. 

On August 9, 1950, the Senate ratified the aforesaid treaty of February 27, 
1950, with the following reservation: 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress.” 
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The treaty makes additional water available for generation at the falls by both 
countries. That additional water, combined with the potential head in excess 
of 300 feet, constitutes an important additional power resource. Canada, 
through the Hydroelectric Power Commission of Ontario, already has in an 
advanced state of construction the new facilities to develop Canada’s share of 
the increased power. Under article VIII of the treaty Canada may use our 
added share of the diversion of water for power purposes until such time as we 
provide facilities to utilize that flow. 

Among other things, the 1950 treaty expresses the primary obligation of the 
two governments to preserve and enhance the scenic beauty of the Niagara Falls 
and River; indicates the minimum flows that must be passed over the falls; and 
provites for the International Joint Commission to submit for approval of the 
two governments recommendations as to the nature and design of remedial 
works deemed necessary to produce an unbroken crestline on the falls. The 
remedial works to preserve and enhance the scenic beauty of the Niagara Falls 
and River are now being constructed by the United States and Canada under 
the supervision of the International Joint Commission and are scheduled for 
completion in 1957. 

By resolution adopted June 5, 1951, the Senate Public Works Committee called 
upon the Corps of Engineers to review previous Niagara River reports with a view 
to determining the most feasible general plans for utilization of the waters ap- 
portioned to the United States for power development at this locality, consistent 
with the provisions of the 1950 treaty, and the effect of such developments upon 
the Federal navigation projects in that area. The report of the Chief of Engi- 
neers dated December 8, 1955, and contained in Senate Document No. 113, 84th 
Congress, recommends early action by Congress to provide for development of 
the power potential at Niagara in accordance with the general plans for maximum 
utilization as presented in the report. 

The Department of the Army favors enactment of legislation to permit early 
development of the Niagara Falls power potential in accordance with the recom- 
men’ed general plans. The Department has no objection to designation of the 
Power Authority of the State of New York as the agency to develop the power. 
To insure the best possible utilization of the potentialities, it is recommended that 
section 2 of the bills, 8. 512 and S. 1037, be amended to provide for consideration, 
in the action upon any application for license, of the recommendations in the 
report of the Chief of Engineers contained in Senate Document No. 113, 84th 
Congress. The different conditions in the bills as to disposi**on of power involve 
policy matters concerning which the Department of the Army prefers to express 
no opinion. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 





FEDERAL POWER COMMISSION 
Report on §,. 512, 85rH CONGRESS 


A bill to authorize the construction of certain works of improvement in the 
Niagara River for power and other purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric-generating capacity on the United States side 
of the international boundary, such redevelopment to be undertaken in accord- 
ance with existing general laws of the United States and this bill. 

Section 2 anthorizes and directs the Federal Power Commission to issue a 
license to the New York Power Authority, subject to conditions deemed necessary 
and required under the terms of the Federal Power Act, and subject to certain 
additional conditions specified in the bill. 

The Niagara Treaty (1 UST 694), under which the redevelopment of these 
water resources must be undertaken, became effective on October 10, 1950. 
Soon thereafter, the Hydroelectric Power Commission of Ontario started the 
Sir Adam Beck No. 2 hydroelectric development on the Canadian side which is 
planned for 1,375,000 kilowatts of generating capacity, of which a substantial 
portion is already in service with additional capacity going into operation from 
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time to time. Canada was using almost three times the flow used on the United 
States side for power development before the Schoellkopf station of the Niagara 
Mohawk Power Corporation (FPC Project No. 16) was damaged extensively 
on June 7, 1956, and since that time has used as high as 12 times the flow being 
used on the United States side by Niagara Mohawk’s licensed Adams station. 
Canada will continue to use several times as much flow as the United States will 
be able to use until construction of new plants will permit use of the United 
States half of the flow made available under the treaty. 

General plans for redevelopment on the United States side have considered an 
ultimate installation as high as 2,500,000 kilowatts with an average annual out- 
put of about 12 billion kilowatt-hours.* By comparison, the ultimate installed 
capacity contemplated for the Boulder project is 1,349,500 kilowatts with an 
average annual output of 5.3 billion kilowatt-hours. At Grand Coulee the 
ultimate capacity, which has been installed, is 1,944,000 kilowatts with an aver- 
age annual output of 15.6 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably will have an increasingly injurious effect on the 
economy of the market area, and new power capacity must be installed to meet 
anticipated increases in the power loads which are the result of economic growth, 
Moreover, this condition has been accentuated by the fact that electric power 
demands of vital defense industries are now being supplied on a temporary basis 
with higher cost power than was the case prior to the above-mentioned destruc- 
tion of a substantial part of the generating facilities of Niagara Mohawk’s 
Sehoellkopf plant. 

Nonutilization of the diversion permitted at Niagara Falls represents a con- 
tinuing economic loss which in terms of fuel cost alone of equivalent steam 
power would amount to approximately $400 milion annually.” It is neither good 
business nor in the public interest to continue to waste these water-power re- 
sources and for that reason the basic purpose of the bill to authorize the re- 
development of such resources under the safeguards of the Federal Power Act is 
sound. 

This bill provides that the development at the Niagara Falls site shall be 
made only by the New York Power Authority, a public agency of the State of 
New York. The bill, by thus directing the issuance of the license to a desig- 
nated non-Federal entity, constitutes a deviation from the general policy ex- 
pressed in the Federal Power Act of veting the selection of the particular li- 
censee in the Federal Power Commission. However, Congress may exercise its 
unquestioned prerogative of selecting the licensee by direct legislative enact- 
ment. Moreover, the bill properly recognizes the fundamental safeguards to 
the public interest embodied in the Power Act in that the Commission must 
consider the power authority’s plan of development and prescribe whatever li- 
cense terms and conditions it deems necessary to effectuate the provisions of the 
Power Act. 

Section 2 of the bill would require preference in the marketing of power to be 
given to counties and municipalities and their instrumentalities; to agencies 
of New York State; to rural electric cooperatives; and to United States defense 
agencies. Withdrawal clauses would be required in all contracts with private 
utilities to insure continued availability of power to preference customers, and 
also the licensee would be required, if available on reasonable terms, to acquire 
by purchase or other agreement, or, if unable to do so, to construct transmission 
lines to distribute such power to preference customers, to privately-owned com- 
panies, and to neighboring States. These preference provisions would impose 
upon the Commission difficult administrative responsibilities which would be 
only remotely related to the present policies expressed by Congress in part I 
of the Federal Power Act. Nor is there any assurance that this preference 
would, in the last analysis, be in the broad public interest for this can only be 
determined when all of the facts are known. However, the Commission recog- 
nizes that the desirability of adopting such a policy is a question for congres- 
sional determination, and therefore expresses no opinion with respect to the 
wisdom of including those particular provisions in the bill. 


1On August 20, 1956, the New York Power Authority filed an application for a license 
(project No. 2216) for a Niagara redevelopment proposing a total installed capacity of 
2,190 000 kilowatts. 

*This figure is based on the 13.0 billion kilowatt-hour annual output estimated by the 
New York Power Authority in its application for project No. 2216, reduced by the output 
of Adams station and the estimated output of the Schoellkopf 3A station, when rehabili- 
tated, and 2 percent transmission loss. 








8 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


The licensee would be required, in accordance with section 2 (3) of the bill, 
to make a reasonable portion of the project power available for use within eco- 
nomic transmission distance in neighboring States and that subsection pro- 
vides further that in the event of disagreement the Federal Power Commission 
would make the determination. Although the provisions of the Federal Power 
Act are sufficient to permit the Commission to resolve any possible controversies 
which may arise under this or other special conditions required by this bill,* 
there is precedent for giving the Commission specific statutory authority to 
make power apportionment determinations, as in the act of July 27, 1954 (68 
Stat. 578, 574) authorizing the Federal Power Commission to issue a license 
for the development of the Priest Rapids site, although that enactment does not 
embody the preference requirements contained in the subject bill. Incidentally, 
the Priest Rapids statute, as does the above-noted provision in the St. Lawrence 
license, requires the licensee to make power available within “the economic 
market area” as distinguished from the “economic transmission distance” under 
section 2 (b) (3) of this bill. The two terms are not synonymous, for “eco- 
nomic transmission distance’ may be construed so broadly as to adversely 
affect the overall project operation. 

Section 2 (b) (5) would further require inclusion of the license condition that 
contracts for the sale of project power to purchasers for resale contain pro- 
visions insuring reasonable resale rates to domestic and rural consumers. 
While the desirability of furnishing electric energy to ultimate consumers at 
the lowest rates reflecting as nearly as possible the cost of the service (includ- 
ing the reasonable cost of or return on the money dedicated to the service), 
may be recognized, nevertheless the legal and administrative problems involved 
in implementing schemes for the passing on of such savings to consumers often 
present serious obstacles which are apt to render this proposal impracticable. 
Moreover, the control of resale rates by the device of license conditions as 
proposed in this bill does not appear necessary to the protection of the public 
interest because it is reasonable to assume that effective State regulation will 
adequately safeguard the interests of ultimate consumers. It is recommended 
that these provisions relating to the control of rates for resale of project power 
be deleted from the bill. 

Section 2 (b) (6) of the bill would require the license in cooperation with 
the appropriate New York State agency to construct, in accordance with a 
plan approved by the Federal Power Commission, a scenic drive and park on 
the American side of the Niagara River near Niagara Fale. The cost of such 
scenic drive and park, up to a maximum of $15 million, would be treated as a 
part of the project cost, and the licensee would be required to include that 
ameunt in its net investment account. While the Commission perceives no 
serious objection to thus requiring the licensee to participate financially in the 
improvement or extension of existing park facilities, and to charge amounts so 
expended to its net investment, we question the advisability of fixing the maxi- 
mum of that amount at $15 million. In its application for license for project 
No. 2216, the New York Power Authority included $15 million for the “Niagara 
Parkway.” However, “Engineering and contingencies” (25 percent) and “In- 
terest during construction” (61% percent) when added to the total of all cost 
items indicate a complete estimate of roughly $20 million. Accordingly, it is 
suggested that this section of the bill be amended so that no limit will be 
placed on the payment and accounting treatment provided for thereunder. 

The 1950 treaty calls for equal sharing by the United States and Canada in 
the cost of remedial works for the enhancement and protection of the beauty 
of the falls, to be constructed under the supervision of the International Joint 
Commission. Section 2 (b) (7) of this bill requires the licensee to pay the 
United States share and include in net investment the cost of constructing the 
Niagara remedial works, including engineering and economic investigations, un- 
dertaken by the United States pursuant to article II of the treaty. The Fed- 
eral Power Commission has consistently recommended that the United States 
should retain ownership of these remedial works, and that whatever legal entity 
builds and operates the power facilities on the United States side should pay the 
full share of the cost of such works assigned to the United States. Therefore, 
the Commission is in accord with this provision. 





8In this connection reference is made to article 28 of the Commission’s license issued 
July 15, 1953, to the New York Power Authority for the St. Lawrence power development 
(project No. 2000) which reserved to the Commission similar authority in settling disagree- 
ments respecting the apportionment of power. 
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By its opinion and order issued November 30, 1956, in the matter of project 
No. 2216 (16 F. P. C. 74), the Commission dismissed an application filed by the 
Power Authority of the State of New York for a license to develop and utilize 
the waters of the Niagara River at the site covered by this bill. In taking this 
action the Commission held that it did not have jurisdiction to issue such license 
in view of the reservation inserted by the Senate as a condition to its consent 
to ratification of the above-mentioned Niagara Treaty of 1950 to the effect that 
no project for redevelopment of the site in question could be undertaken until 
specifically authorized by act of Congress.‘ An appeal from the Commission’s 
opinion and order is pending before the United States Court of Appeals for the 
District of Columbia Circuit (No. 13652). If the Commission’s action in this 
matter ultimately should be upheld judicially, then legislation on this subject as 
contemplated in the reservation to the Niagara Treaty of 1950 would be neces- 
sary to authorize the development and utilization of the additional diversion of 
water permitted under that agreement. 

For the reasons stated, the Commission favors early enactment of legislation 
which will provide for full use of these waterpower resources, but does not rec- 
ommend enactment of this bill in its present form. 

FEDERAL POWER COMMISSION, 
By ——— — —, Chairman. 





FEDERAL POWER COMMISSION 
Report ON 8. 1087, 85rH CONGRESS 


A bill to authorize the construction of certain works of improvement in the 
Niagara River for power and other purposes 


This bill would expressly authorize and direct the Federal Power Commission 
to issue a license pursuant to the Federal Power Act to the Power Authority of 
the State of New York for a power project with capacity to untilize all of the 
United States share of the waters of the Niagara River permitted by interna- 
tional agreement, including the Niagara Treaty of February 27, 1950, between 
the United States and Canada (1 UST 694). In addition to license conditions 
deemed necessary and required under the Federal Power Act, such license 
would be required to include certain conditions specified in section 3 of the bill. 

The above-mentioned Niagara Treaty, under which this development may be 
undertaken, became effective on October 10, 1950. Soon thereafter, The Hydro- 
Electric Power Commission of Ontario started the Sir Adam Beck No. 2 hydro- 
electric development on the Canadian side which is planned for 1,375,000 kilo- 
watts of generating capacity, of which a substantial portion is already in service 
with additional capacity going into operation from time to time. Canada was 
already using almost 3 times the flow used on the United States side for power 
development before the Niagara Mohawk Power Corp.’s Schoellkopf station 
(FPC project No. 16) was extensively damaged on June 7, 1956, and since then 
has used as high as 12 times the flow being used on the United States side 
through Niagara Mohawk’s licensed Adams station. Canada will continue to 
use several times as much flow as the United States will be able to use until 
construction of new plants will permit use of the United States half of the 
flow made available under the treaty. 

General plans for development on the United States side have considered an 
ultimate installation as high as 2,500,000 kilowatts, with an average annual 
output of about 12 billion kilowatt-hours. By comparison, the ultimate installed 
capacity contemplated for the Boulder project is 1,349,500 kilowatts with an 
average annual output of 5.8 billion kilowatt-hours. At Grand Coulee the ulti- 
mate capacity, which has been installed, is 1,944,000 kilowatts with an average 
annual output of 15.6 billion kilowatt-hours. 


*The reservation states (1 UST 694, 699): “The United States on its part expressly 
reserves the right to provide by act of Congress for redevelopment, for the public use and 
benefit of the United States share of the waters of the Niagara River made available by 
the provisions of the treaty, and no project for redevelopment of the United States share 
of such waters shall be undertaken until it be specifically authorized by act of Congress.”’ 

*On August 20, 1956, the New York Power Authority filed an application for a license 
(project No. 2216) for a Niagara redevelopment, proposing a total installed capacity of 
2,190,000 kilowatts. , 
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The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably will have an increasingly injurious effect on the 
economy of the market area, and new power capacity must be installed to meet 
anticipated increases in the power loads which are the result of economic 
growth. Moreover, as pointed out in section 1 of the bill, this condition has 
been accentuated by the fact that electric power demands of vital defense in- 
dustries are now being supplied on a temporary basis with higher cost power 
than was the case prior to recent destruction of a substantial part of the gen- 
erating facilities of Niagara Mohawk’s Schoellkopf plant. 

Nonutilization of the diversion permitted at Niagara Falls represents a con- 
tinuing economic loss which in terms of fuel cost alone of equivalent steam 
power would amount to about $40 million annually.* It is neither good business 
nor in the public interest to continue to waste these waterpower resources, and 
for that reason the basic purpose of the bill to authorize the development of 
such resources under the safeguards of the Federal Power Act is sound. 

This bill provides that the development at the Niagara Falls site shall be 
made only by the New York Power Authority, a public agency of the State of 
New York. The bill, by thus directing the issuance of the license to a desig- 
nated non-Federal entity, constitutes a deviation from the general policy ex- 
pressed in the Federal Power Act of vesting the selection of the particular 
licensee in the Federal Power Commission. However, Congress may exercise 
its prerogative of selecting the license by direct legislative enactment. More- 
over, the bill properly recognizes the fundamental safeguards to the public in- 
terest embodied in the Power Act in that the Commission must consider the 
power authority’s plan of development and prescribe whatever license terms 
and conditions it deems necessary to effectuate the provisions of the Power Act. 

The 1950 treaty calls for the equal sharing by the United States and Canada 
in the cost of remedial works for the enhancement and protection of the beauty 
of the falls, to be constructed under the supervision of the International Joint 
Jommission. Section 3 (a) of the bill would require the licensee to reimburse 
the United States for its share of the cost of construction of such remedial 
works. The Federal Power Commission has consistently recommended that the 
United States should retain ownership of these remedial works and that what- 
ever legal entity builds and operates the power facilities on the United States 
side should pay the full share of the cost of such works assigned to the United 
States. Therefore, the Commission is in accord with this provision. 

Section 3 (b) of the bill would require the licensee, as part of the cost of the 
project and in cooperation with the appropriate agency of the State of New York, 
to undertake to protect the scenic values of the American side of the gorge and 
to construct a scenic drive and park on the American side of the Niagara 
River near Niagara Falls in accordance with plans to be approved by the Fed- 
eral Power Commission. The Commission perceives no serious objection to thus 
requiring the licensee to participate financially in the improvement or extension 
of existing park facilities, and to include in its net investment the amounts so 
expended. 

Section 3 (d) would require the licensee to give “defense agencies of the 
United States” a preference to purchase power. The Commission construes this 
to mean only Federal agencies rather than private industries or entities which 
may be engaged in defense activities for the Government. If there is doubt as 
to this meaning, however, the bill should be amended. 

Sections 3 (e) and 3 (f) require that “a reasonable amount of power” shall 
be made available within the economic market area of the project in neighboring 
States, and also that there be included an alloction of power for the present 
and reasonably foreseeable future needs of rural electric cooperatives and 
municipalities in the project’s economic market area. No specific provision is 
made for resolving possible disagreements between the licensee and the neighbor- 
ing States with respect to the apportionment of power required under this 
arrangement. However, the provisions of the Federal Power Act are sufficient 
to permit the Commission to resolve any possible controversies which may arise 
under any of the special conditions required by the bill and conflicts may be 
left to the Commission. In this connection reference is made to article 28 of the 
Commission’s license issued July 15, 1953, to the New York Power Authority 





*This ficure is based on the 13.0 billion kilowatt-hour annual output estimated by the 
New York Power Authority in its application for project No. 2216, reduced by the output 
of Adams Station and the estimated output of the Schoellkopf 3A Station, when rehabili- 
tated, and 2 percent transmission loss. 
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for the St. Lawrence power development (project No. 2000) which reserved this 
authority to the Commission. 

By its opinion and order issued November 30, 1956, in the matter of project 
No. 2216 (16 F. P. C. 74), the Commission dismissed an application filed by the 
Power Authority of the State of New York for a license to develop and utilize 
the waters of the Niagara River at the site covered by this bill. In taking this 
action the Commission held that it did not have jurisdiction to issue such license 
in view of the reservation inserted by the Senate as a condition to its consent to 
ratification of the above-mentioned Niagara Treaty of 1950 to the effect that no 
project for redevelopment of the site in question could be undertaken until 
specifically authorized by act of Congress.’ An appeal from the Commission’s 
opinion and order is pending before the United States Court of Appeals for the 
District of Columbia Cireuit (No. 13,652). If the Commission’s action in this 
matter ultimately should be upheld judicially, then legislation on this subject 
as contemplated in the reservation to the Niagara Treaty of 1950 would be 
necessary to authorize the development and utilization of the additional diversion 
of water permitted under that treaty. 

For the reasons stated, the Commission favors the basic purpose of this 
legislation to provide for full use of these water resources as soon as possible, 
Therefore, we recommend the prompt enactment of this bill. 


FEDERAL POWER COMMISSION, 
By ——— — , Chairman, 





Senator Kerr. We have before us at this time Senator Clark, 


STATEMENT OF HON. JOSEPH S. CLARK, A UNITED STATES SENATOR 
FROM THE STATE OF PENNSYLVANIA 


Senator CrarK. I appear before you today on behalf of S. 512, the 
Niagara power bill which I have introduced in the Senate with the 
support of 16 cosponsors and which has been introduced in the House 
by Congressman Buckley, of New York. 

I do not propose to take the committee’s time to explain the bill in 
detail, because most of the members of the committee are thoroughly 
familiar with it. It is identical with the bill which passed the Senate 
last year, after it was considered at length and reported favorably 
by this committee. I am frank to admit that most of the committee 
members, and particularly the chairman, have lived longer and closer 
with the issue of Niagara power than I have and know more about it. 

While this bill concerns New York most of all, the development of 
Niagara directly concerns Pennsylvania and Ohio also. This region 
as a whole is a high-cost power region that needs the benefit of this 
source of low-cost electricity. In particular, in my State are many 
rural and electric cooperatives and municipalities that need an assured 
supply of lower cost power. Finding that no other Senator from the 
region intended to sponsor, in the Senate this year, a bill along the 
lines of the measure which Senator Lehman introduced last year and 
which had the backing of the Governor of New York and many other 
New Yorkers, I have joined with Congressman Buckley, of that State, 
in sponsoring the bill that in the Senate is S. 512. 

I might say, Mr. Chairman, that the representative of the Governor 
of New York will be here to testify in support of my bill, and that 
there are many REA and munic ipal power systems in Pennsylvania 
who need this bill badly and who, in my judgment, would not get the 





*The reservation states (1 UST 694, 699): “The United States on its part expressly 
reserves the right to provide by act of Congress for redevelopment, for the public use and 
benefit of the United States share of the waters of the Niagara River made available by 
the provisions of the treaty, and no project for redevelopment of the United States share 
of such waters shall be undertaken until it be specifically authorized by act of Congress.” 
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same amount of power under the preference clause if the opposing 
bill sponsored by my very good friend, the Senator from New York, 
were to be approved and adopted. 

Since last year, the contending forces on this issue have come much 
nearer agreement. Both bills before your committee agree the de- 
velopment should be undertaken by the State Power Authority of 
New York; both agree that a reasonable amount of power should be 
made available to ‘neighboring States—although my bill, I believe, 
provides a clearer procedure and a clearer definition for det termining 
what is reasonable in case of disagreement. The principal issue that 
still remains concerns how the power shall be distributed within each 
State, and this boils down to the very simple question of public pref- 
erence. 

This committee thoroughly considered the preference principle last 
year. So I donot propose to argue the principle anew today. Instead, 
I will stand on the report which this committee submitted to the 
Senate on March 9a year ago. In that report, you said: 

The committee recommends in conformity with the intent of the Federal 
Power Act, that legislation be enacted directing the Federal Power Commission 
to issue the Niagara license to the New York Power Authority * * * subject 
to certain licensing conditions for the protection of the consumers, not provided 
for in the Federal Power Act, but consistent with national power policy as 
expressed in scores of statutes enacted over the past 40 years (Boulder Dam 
Act, TVA Act, Bonneville Power Act, Flood Control Act of 1944, etc.). 

The preference for public agencies has been part of national policy for over 
50 years. The requirement for consumer safeguards has been part of national 
policy for almost that long. 

* * * * cd * * 


These safeguards are believed essential to make effective the yardstick influ- 
ence of this power development on high electric rates throughout the region. 

I emphasize again, Mr. Chairman, that our electric rates are among 
the highest in the entire Nation because we have no yardstick opera- 
tion in the Northeastern States, and none whatever in my State. 

Later in your report, you said: 

Today the State of New York, and generally the entire Northeastern region, 
has no great public source of power supply upon which public and electric 
cooperative systems have a priority, and has never had the advantage of an 
electric rate yardstick program. With the greatest population density of any 
region in the country, the Northeastern area should enjoy electric rates as low 
as any in the United States. It is believed that public or cooperative competition 
with an assured adequate low-cost power supply will provide the needed stimu- 
lus to this end, without any significant change in the portion of the business 
handled by private power companies. 

Forty-nine years ago the Governors of the United States met in an 
historic conference on conservation. That conference was conceived 
by President Theodore Roosevelt, himself a great Governor of the 
State of New York, and by his chief forester, a man for whom most 
Pennsylvanians have a very special regard, a man who subsequently 
was twice Governor of our Commonwealth, Gifford Pinchot. At the 
conclusion of this conference, the governors unanimously signed a dec- 
laration, and one sentence of that declaration was this: 


We agree that the sources of national wealth exist for the benefit of the 
people, and that monopoly thereof shall not be tolerated. 

Ever since then, with a few exceptions, that philosophy has guided 
the waterpower policies of this Nation. And it should be applied to 
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Niagara. For some years now, the development of this incomparable 
resource has been held up in a ‘stalemate between those who would be 
faithful to the governor’s creed of 1908 and those who would instead 
turn this water over to private monopoly. 

We have made gains: The notion that monopoly should generate 
the power has now apparently been discarded, but the issue is still 
joined on whether the people should get the fullest possible benefits 
from the competitive possibilities of public generation. This is the 
real significance of the so-called preference clause. It is the only effec- 
tive means at the disposal of the people to bring the benefits of com- 
petition into the electric power industry—and through the workings 
of the yardstick bring lower rates throughout western New York, 
western Pennsylvania, and — ern Ohio. 

Since your hearings last year, there has been one new factor intro- 
duced into the Niagara lies weed destruction of most of the 
Schoellkopf plant of the Niagara-Mohawk Power Co. by a rockslide 
last June. As you know, it just fell into the river one day. By far 
the most economic means of replacing that power is to expand the 
capacity of the project which would be authorized under this bill, 
to use the water formerly used at Schollkopf. 

It is certainly my intention, and I am sure that my cosponsors, 
to be completely fair with the Niagara-Mohawk Co. and the indus- 
tries which were dependent on the Schoellkopf plant. I had thought 
that the chairman of the New York Power Authority would be 
eminently fair to Niagara-Mohawk and that we could leave this matter 
to be handled as an intrastate matter between the New York companies 
and the New York Power Authority. 

If, however, it is felt by this committee that some safeguards to 
co the rights of Niagara-Mohawk should be inserted into this 
bill, S. 512, I haven’t the slightest objection. I understand that rep- 
resentatives from the State of New York, and the interested power 
companies, will appear later on in these hearings to discuss that par- 
ticular point. As far as I am concerned I would be entirely happy 
with any amendment which would protect the interests of Niagara- 
Mohawk in a fair way and which was agreeable to the New York 
Power Authority and which did not disturb the public-preference 
clause. 

If the committee feels that an amendment to S. 512 would be 
desirable to attempt to define fair treatment for these companies or 
to provide guidance for the negotiation of a fair settlement, I would 
certainly support such an amendment. 

I will conclude my remarks at this point, and since I believe it is 
the desire of the committee to focus these hearings on new material 
not considered in last year’s hearings, I ask the indulgence of the 
committee—in return for being br ief today—to permit me to submit 
additional testimony later on such new material or arguments as may 
be presented subsequently in these hearings. 

Senator Kerr. Thank you, Senator. We would be glad to have 
you present further testimony if you desire to present it. 

Senator Ives, of New York. 
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STATEMENT OF HON. IRVING M. IVES, A SENATOR FROM THE 
STATE OF NEW YORK 


Senator Ives. Mr. Chairman, before you leave, I would like to 
say to you and to members of the committee that I want to tell you 
how much I appreciate this opportunity to appear before your com- 
mittee. At the same time, Mr. Chairman, I want to tell you how 
much I appreciate your consideration of this matter. 

Over the years you have been very indulgent and you have seen 
the differences of opinion among us in New York State. I don’t 
think you have taken unfair advantage of those differences. I think 
you have been very fair all along the line and I want to thank you 
for your help and cooperation even though you and I haven’t always 
seen eye to eye on this matter. 

Senator Kerr. Thank you very much, Senator. I want to say that 
there has been lots less difference between you and me than there 
has been between me and many others. I think with that kind of 
spirit and attitude we ought to be able to work out a bill here that 
will meet the equities of the situation and still conform to the high 
principle of the Federal and State administrations doing the best 
they can for the people of your great State. 

Senator Ives. I agree with you. 

Mr. Chairman, I want to point out one thing before you leave, 
and that is that during the debate last year, on the Senate floor, ] 
stated that the only solution in my judgment is compromise. That 
is what you have here in this bill that some of us have introduced. 
It isn’t a compromise all the way. The Governor of New York still 
is not in agreement. But the private companies and the power au- 
thorities of the State of New York are in agreement on this matter. 
That is a long, long step, you know, compared to what we have been 
faced with in the past. it means that the chief parties in interest 
are in agreement. 

Senator Kerr. I think there would be great pressures on all of 1 
to try to resolve our differences and get a bill. 

Senator Ives. I think we should. 

Senator Kerr. 1 deeply regret, Senator, that I can't stay here. But 
I will be with you throughout these hearings. 

Senator Ives. I appreciate your situation. I thank you for stay- 
ing while I made my statement to you. 

As I have told the chairman, I appreciate this opportunity to ap 
pear before you today in support of S. 1037, which is before your sub- 
committee for consideration. 

This bill, S. 1037, to authorize the additional development of badly 
needed hydroelectric power at Niagara Falls by the New York State 
Power Authority, is the result of long and patient negotiation 
among the parties primarily concerned with this project,what I 
just referred to. Those parties are the New York State Power Au- 
thority, Niagara-Mohawk Power Corp., and the sponsors of the bill. 

If I could” only tell the members of this committee how much time 
I spent trying to get these parties in interest together, I think you 
might be impressed with what has occurred in New York. Really 
au metamorphosis has gone on up there. Some of you may recall 
the situation up there a number of years ago. 
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Its terms conform to the New York State laws—the terms of the 
bill—and in particular to article 5 of the public authorities law of the 
State of New York which specifically provides for the development 
of additional power at Niagara Falls by the New York State Power 
Authority. This legislation points out that an emergency exists on 
the Niagara frontier as a result of a rockfall last June, which very 
nearly destroyed the Schoellkopf plant of the Niagara-Mohawk 
Power Corp. at Niagara Falls. The defense industries of that ares 
would have been forced to curtail their operations drastically, or 
abandon them at the cost of tens of thousands of jobs, were it not 
that they have been able to receive necessary power at high cost on 
a very temporary basis from the Hydro-E lectric Power Commission 
of Ontario, Canada. 

Under this bill a modern hydroelectric plant, using all the water 
used by the former Niagara-Mohawk Schoellkopf plant and the ad- 
dition al water made available to the United States by the 1950 treaty 
with Canada, eres be constructed without further delay, to produce 
approximately 13 billion kilowatt-hours of power annually as com- 
pared to oiled ately 4 billions produced by the Schoellkopf plant 
pr ior to the disaster. 

The bill further provides that the Niagara-Mohawk Power Corp. 

will surrender its license to use the water of the Ni: agara River, which 
i approximately 14 more years to run. The use of this water 
under the license is considered a necessary part of the Niagara project. 

In consideration for the surrender of its license, the New York 
State Power Authority would agree to sell to the corporation 445,000 
kilowatts of power per annum from the new project. This is the 
amount the corporation was producing before the rockfall. 

The bill also provides for allocating a reason: able amount of the 
power to other States within thie project’s economic market area for 
clistribution according to their laws: the laws of the States. W e are 
not trying to interfere with other States. It specifies that a reason- 
able amount of the power in New York and the other States shall be 
allocated for the present and reasonably foreseeable needs of the rural 
electric cooperatives and municipalities in the project’s economic 
InarKket area 

Both the New York State Power Authority and the private utility 
companies, which have previously sought to construct and operate 
this project, agree that the project’s economic market area could not 
exceed a radius of more than 150 miles. 

There has been a great deal of controversy over that radius area 
business. When I started operations on this bill back in 1950 we were 
considering it somewhere up to 250 miles. We have learned since 
that it is not 250. It is not even 200, and it is questionable whether it 
is 150. There is serious doubt. 

Commissioner Moses is here, and he is chairman of the New York 
Power Authority. I suggest that all questions of a technical nature 
you submit to him, and also to the president of Niagara-Mohawk 
Power Corp., who I believe is to appear before you tomorrow. You 
have real authorities in those gentlemen. 

It is interesting to note that within that 150-mile ‘adius, the num- 
ber of people living i in New York State are 2,843,000 as compared to 
645,000 in Pennsylvania and 113,000 in Ohio. Therefore, I think it 
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can be conservatively stated that this legislation will primarily benefit 
the residents of the State of New York, and of course that is true, 
though we are not selfish in the matter. We want the other States 
to get their fair share. 

The proponents of 8S. 512, which is also before your subcommittee, 
would have the Congress of the United States enact legislation which 
would discriminate against over 95 percent of the residents of New 
York State by granting initial preferences to a comparatively few 
scattered municipally owned plants and rural electric cooperatives 
located within the economic transmission area in the State of New 
York. 

In New York State the number of cooperatives within that area, 
that 150-mile radius, are two. The municipals within that radius are 
26. In Pennsylvania, to give you the comparative figures, Pennsyl- 
vania cooperatives are five. In Ohio, the cooperatives are not within 
that particular area. The municipals i in Pennsylvania, in that area, 
are three. And in Ohio, the municipals are none in that particular 
150-mile area which is the only economic distance you can figure on. 

It has been estimated that there are approximately 1,010,000 rural 
and domestic consumers within the 150-mile radius of the proposed 
project. In the year 1955, 2.2 percent of these consumers were served 
by rural electric cooperatives and 5.7 percent by municipal systems. 
You will note that is slightly under 8 percent total. 

The New York State Power Authority is presently completing the 
construction of the St. Lawrence power project, under a license issued 
by the Federal Power Commission, which contains no so-called Fed- 
eral preference clause such as is included in S. 512. I would point 
out in that connection that I think that will be the yardstic ‘k for that 
area. A great deal of emphasis was made by my colleague, Senator 
Clark, about the yardstick business. If you want a yardstick, there 
it is. 

Many similar licenses have been issued under the Federal Power 
Act since its enactment in 1920. New York law established the New 
York Power Authority and it directs the power authority 7, how to 
market power. It directs that the power derived from the Niagara 
as well as the St. Lawrence be considered primarily for the benefit 
of rural and domestic consumers. And that is where the law always 
has been, rural and domestic consumers. 

In the allocation of St. Lawrence power, I am advised that far 
more power was allocated to municipals and cooperatives in propor- 
tion to their rural and domestic consumers and their needs than was 
allocated to the private utlities. And I looked the figures over, I 
will not give them to you because Chairman Moses is here, and has 
them with him, I assume, and will probably submit them to you. It 
is very significant that these rural and domestic consumers are getting 
a great deal more power percentagewise than the private utility coni- 
panies are themselves. 

With respect to the allocation of St. Lawrence power for industria] 
use, I should point out that the present Governor of New York State 
approved the distribution recommended by the New York State Power 
Authority, despite the opposition of proponents of S. 512, and that 
is very significant. 

I have long supported the principle that the several States should 
be allowed to do that which they are best able to do for their people 
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without Federal intervention. 'To impose upon the State of New 
York preference provisions—utilized by the Federal Government in 
the Federal development of power projects, but alien to the laws of 
the State—in effect, amounts to the repeal of the existing State law 
by the Congress of the United States. I don’t think we have ever 
had in the C ongress, since I have been around here anyway, a more 
distinctly per fect States rights issue than this one right here. If 
there are such things as States rights, New York should be recognized 
in this matter. 

Efforts have been made in the New York State Legislature to 
amend the Power Authority Act with respect to preferences along 
the lines of the provisions contained in 8. 512. This legislation has 
been rejected by the legislature. Moreover, both houses of the New 
York State legislature have overwhelmingly endorsed 8S. 1037. If 8S. 
1037 is enacted, a reasonable amount of power will be made available to 
the States of Pennsylvania and Ohio, and, once the power is deliv- 
ered to those States, it will have to be marketed under their laws. 
Therefore, it cannot be argued that the laws of New York State are 
being imposed upon other States. 

If legislation containing the Federal preference provisions found 
in S. 512 is enacted by the C ongress, there is no doubt in my mind 
that prolonged litigation will be forthcoming. In fact, the validity 
of the reservation contained in the treaty of 1950 between the United 
States and Canada for the development of the hydroelectric power 
at Niagara Falls is now being considered by the Court of Appeals in 
the District of Columbia. 

Finally, I should like to point out to the subcommittee that the New 
York State Power Authority intends to finance the Niagara power 
project just as the St. Lawrence power project is now being financed— 
through the issuance of bonds. The chairman of the New York State 
Power Authority, Mr. Moses, who is here, has publicly stated that the 
preference provisions contained in 8. 512 would make such financing 
impossible as the power authority bonds would be unmarketable. I 
checked on that personally myself. I know that he knows what he 
is talking about. 

Only by the reasonable allocation of power from this proposed 
project, along the lines followed in the case of the St. Lawrence proj- 
ect, can a market be found for a new bond issue, and that is most vital. 
[t is not right for the Congress to go to work and authorize something 
like this and then leave it in the air so nothing can be done about it. 
And that is just about what will happen under 8S. 512. 

Therefore, I strongly urge your subcommittee to take favorable 
action on S$. 1037 which represents the sentiment of every segment 
of the economy of New York State and which does not conflict with 
the laws of the State. 

The proposed Niagara power project is of vital importance to the 
people of western New ¥ ork, and, unless it is soon developed, impor- 
tant industry will move away. However, the enactment of S. 1037, 
without further delay, will be of great benefit to the ec onomy of the 
area and to the defense of the United States. 

Senator NeruBERGER (presiding). Senator Hruska or Senator 
Kuchel, do you have any sorasianal 

Senator Hruska. Senator Kuchel ? 

Senator Kucuen. I regret I came in late. 








18 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


Senator Ives. You didn’t miss anything. 

Senator Kucuen. Has Senator Clark spoken on his legislation ? 

Senator Ives. Yes; he has. He spoke before I did. 

Senator Kucner. I must say that I want to be educated on the 
involved situation here. Obviously each State has two United States 
Senators who are presumptively speaking for the State they represent. 
I have been interested in a number of pieces of reclamation legislation 
in California. We have a little different problem, I am sure, than 
the people of New York do. But one of the things that I tried to 
do in sponsoring legislation in my State is to require that the position 
of the State government be made clear, and while I don’t bind myself 
in advance to follow everything that the State government recom- 
mends, I try to use the position of the State government as a guide 
line. 

Now, when I say “State government,” so far as California is con- 
cerned I mean the Governor of California. 

What is the situation with respect to New York? 

Senator Ives. The State government is comprised of more than the 
Governor. 

Senator Kucnen. Sure it does. What I am trying to tell you is 
that I would like to have this record indicate what the position 

Senator Ives. I will tell you about this thing, Tom, if you will let 
me, and I will be perfectly frank about it because I think the time 
has come when we have to get this matter ironed out and do some- 
thing. 

I don’t know whether you were on the Senate floor last May when 
I spoke on this matter, but I emphasized with quite a considerable 
amount of force the fact that somewhere sometime we have got to have 
a compromise or this stalemate isn’t going to be worked out. 

In the first place, it has been a political issue which it never should 
be. A thing like this should never be a political issue at all. In the 
next place, there has been a conflict in the State of New York up 
until now. Through an act of God that conflict has ceased to exist 
between the private utility companies and the Power Authority of 
the State of New York. That has been reconciled. So we have a 
compromise. 

This bill is supported by the power authority and by the power 
companies of the State of New York, and contains their own recom- 
mendations which they have arrived at together. 

I had a little to do with bringing them together and unfortunately 
at the present time the Governor is not in favor of this legislation. 
He prefers the Federal preference. But I don’t think he stops to 
realize that you cannot market these bonds if that preference is put 
into this bill. You have a preference clause in the State of New York, 
under the New York law, to the rural and domestic consumers. If 
you put the Federal preference, the municipal and co-ops in the bill, 
you can’t market the bonds and you can’t work it out in the State of 
New York. It is impossible. It will be an idle gesture on the part 
of the Congress of the United States if it is handled that way. It 
means we might have to depend on steam entirely, in New York, 
which we can’t do. . 

Senator Kucuen. I can’t ask you what the position of the Governor 
of the State of New York is—— 
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Senator Ives. I thought you ought to know the whole story. 

Senator Kucuet. Is it fair to say then that the Governor of New 
York wants the State power authority to construct this project, but 
as a part of the enabling legislation of the Congress he desires to have 
the Federal preference attached to what the State power authority 
will do? 

Senator Ives. That is right. We are all agreed on that. The issue 
is over preference. That particular line of preference will not work 
in the State of New York. 

Senator Kucuen. What was the situation with respect to the de- 
struction up there of some of the power facilities ? 

Senator Ives. The Schoellkopf plant was two-thirds destroyed, as 
I recall. They can’t get much power out of it at the present time. 
They have to buy power from the Canadian people across the river. 

Senator Kucuen. What part did that destruction play in bringing 
these people together ¢ 

Senator Ives. It is perfectly obvious that you couldn’t rebuild that 
very well; there would be no sense in that. The license has until 1971 
to go. That is, the license for 25-cycle power, as pointed out to me by 
Congressman Miller. 

I suggest on all technical questions that you reserve them for Chair- 
man Moses who is here now, and for the president of the Niagara- 
Mohawk Power Corp. who will appear before you, I understand, 
tomorrow. Those people are skilled in this field. They can answer all 
questions in a very satisfactory way and in a very honest way so that 
you will know exactly what the facts are. 

Congressman Miller is pretty well informed on this, too. I think he 
can give you a lot of answers that I can’t. I don’t pretend to be an 
authority on hydroelectric power myself. I have to get my statistics 
and my knowledge from other people. But I know enough about the 
subject to be certain that what I am doing here is the right thing to 
do for New York State, and by the same token, for Pennsylvania, be- 
cause I want to point out, if Pennsylvania expects to get any more 
power than I have anticipated here in my remarks, I think they are 
going to be very much mistaken. Certainly they are not going to get 
any power if you have any kind of a preference clause such as they 
are asking for because it probably won’t be developed. 

Senator Hruska. Senator Ives, earlier today there was testimony to 

this effect, that— 
* * * the issue is still joined on whether the people should get the fullest pos- 
sible benefits from the competitive possibilities of public generation. This is the 
real significance of the so-called preference clause. It is the only effective means 
at the disposal of the people to bring the benefits of competition into the electric 
power industry—and through the workings of the yardstick bring lower power 
rates throughout western New York, western Pennsylvania, and northeastern 
Ohio. 

Tow valid is that statement ? 

Senator Ives. I don’t think it is worth a darn and I will tell you 
why. We already have a measuring yardstick in the St. Lawrence 
power development. ‘That will be the only yardstick we need in New 
York State. Further than that, as I pointed out, how are you going 
to have a yardstick through the kind of preference you are talking 
about when you can’t have power developed under it. The only 
yardstick you can get is the type of preference we have in the New 
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York State Power Authority law. That is the one that provides pref- 
erence to the rural and domestic consumer, which covers substantially 
what you are trying to cover by this municipal and co-op arrange- 
ment. 

We don’t have very many co-ops in New York State. I just 
pointed out we have only 2 that come within the economic area here, 
within a radius of 150 miles, and we have only 26, municipals. They 
are all smal] except one, and that isn’t too big. 

Senator Hruska. If they were given a preference might they not 
grow in number and in size? 

Senator Ives. No. All that you would have happen if they were 
given a preference, it appears to me, would be a duplication of trans- 
missions systems. You would have every little community wanting 
to start a municipal plant. You would have duplicate transmission 
lines all over the State. In other words, the system vou have now 
serves 95 percent at least of the people of the State of New York and 
it would be thrown to the dogs. 

Senator Hruska. Do you have duplicate transmission lines now? 

Senator Ives. Very minor. And I am not talking about the private 
companies, either, I can tell you that, because I have always been for 
this public development of the Niagara power. All the legislation I 
have been connected with has been of that type. But why put out 
of business your private companies involved here’ ‘There is no point 
in it. Ultimately that is what might happen. 

Senator Hruska. If there were duplicate facilities of that kind, who 
would pay the bill for them ? 

Senator Ives. The consumers undoubtedly, through the rates. They 
would have to. 

Senator Hruska. And in most States, and I presume it is true in 
New York, the rates that the private power companies charge are 
pretty well regulated; aren’t they ? 

Senator Ives. Let’s be reasonable about this. You couldn’t ever get 
those duplicate facilities because you couldn’t finance them. Who is 
going to buy the bonds for a thing like that? You want to bear in 
mind who the purchasers of these bonds will be, which are tax free, 
as I recall, in the State of New York. They are the people who don’t 
believe in public development of these things. I mean you have to sell 
them on that, too, to get them to buy the bonds. You have to sell them 
that this is the 1 ight way to develop the power. 

How are you going to finance with Federal preference? You 
couldn’t finance it. You would wind up with no yardstick at all, of 
that type. 

Senator Hruska. That is all that I have, Mr. Chairman. 

Senator Neupercer. Senator Carroll? 

Senator Carrot. I have just come into this, Senator. I know very 
little about this. 

Senator Ives. You didn’t miss anything. 

Senator Carroti. I am not so sure of that. But I have been reading 
for some weeks some of the reports that came out of the New York 
papers. I suspect that this is a discussion about the preference clause. 

Senator Ives, You are correct. 

Senator Carrot. Is that a political issue in New York? 

Senator Ives. It is, unfortunately, and it shouldn’t be. In certain 
fields there never should be politics and I think economic development 
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is one. I won’t go into that because I have very strong feelings on 
that. As I have alre: idy pointed out to the committee, as you will see 
when you read the report of this hearing, after a great deal of effort 
on the part of some of us, the chief parties in conflict have been brought 
together. That is the private companies and the New York State 
Power Authority. That occurred through an act of God which 
‘caused a rockslide in the Niagara Gorge last year and took out two- 
thirds of the Schoellkopf plant. 

On the other hand, I think they were getting together anyway in 
their thinking. Now ‘the only dissenter is ‘the Governor of New York 
who seems to think the Federal preference clause should prevail. I 
have gone into that to some extent, 

The power commission chairman, Mr. Moses, is sitting here and 
will go into this much more than I can. He is the authority in that 
particular field. Tomorrow you will also have the president of the 
Niagara-Mohawk Power Corp. appear before you and he knows that, 
too, because they have been developing it for over half a century out 
there. 

I think I suggested as to questions of that type that you delay 
those and ask those people who are the authorities. All I have are 
opinions which I get from them and from others in the field. 

Senator Carrrouy. I have been reading about the Moses—if I may 
use that expression—concept, and Charley Poletti, whom I haven't 
seen for years—there he is. 

How are you, Charley ? 

Mr. Poterrt. Fine; how are you? 

Senator Carrot. And Mr. Hill, and I will go into that later. 
I am seeking information. 

You recognize that out in the West we have established this prefer- 
ence-clause concept / 

Senator Ives. That is all right. I am not arguing with you about 
that. I think it is probably very proper out there. 

Senator Carrotit. You think we can distinguish this from the 
western projects / 

Senator Ives. I think the New York situation compared to the 
western situation is distinctly different. We have virtually no co- 
operatives, for example, in the New York area, within the New York 
marketing area. We have 2, as I recall, and all told in the State 
of New York we have 5. The State of New York is 95 percent 
serviced by the private utility companies, and has been for quite a 
long time. So you see our situation is utterly different from yours. 
I have always been for the public development of the Niagara area, 
Niagara Falls, by the State, the State Power Authority, not by the 
Federal Government. 

Senator Carroti. We have another concept on these multiple-pur- 
pose projects, and this concerns what we usually term the bus-bar 
concept and that is to say that generally, for the last 20 years, there 
has been objection to using the “people’s money out of the Treasury 
to build these great plants, and then have a private utility attach their 
transmission lines on to the swite hyards. 

Senator Ives. Let me point out the difference. In the first place 
this is not out of the Public Treasury. This project is to be financed 
by the State Power Authority itself, through the sale of its own 
bonds. And not by the taxpayers. 
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Senator Carrotu. It comes to us by virtue of the treaty arrange- 
ment. 

Senator Ives. That particular angle does not come to us from the 
the treaty. It is the State Power “Authority under the New York 
State law. This particular matter is before us as a result of the 
reservation to the treaty with Canada which is now under attack 
in the courts on the premise the Senate can’t legislate for both Houses 
of the Congress. 

Senator Carroti. You have been very helpful on that and I thank 
you very much, Senator. 

Senator Neupercer. Senator, may I ask a couple of questions ? 

Senator Ives. Yes. I wondered where you were, Dick. 

Senator Neupercer. There are several things that puzzle me a little 
bit about this preference-clause matter. You have made a point 
against the preference clause largely premised on the fact that there 
are very few cooperatives and municipals in the State of New York to 
take advantage of it. Is that correct? 

Senator Ives. That is correct. 

Senator Neupercer. However, is this not true, that wherever the 
preference clause was put into effect, at the time it originally was 
enacted, no matter where it was, there were very few municipals and 
cooperatives in that area. 

Senator Ives. Nor anything else. 

Senator Nrunercer. No, I wouldn’t say that, Senator. 

Let me just point out to you one specific ex xample with which I am 
reasonably familiar. There is a very strong preference clause in the 
Bonneville Act which governs the Columbia River power system—— 

Senator Ives. Wasn't that project financed by Federal appropri- 
ations ? 

Senator Nevsercer. It is a Federal appropriation. 

Senator Ives. There you are. 

Senator Neurnercer. But the question of the preference clause 
doesn’t make any difference no matter who generates—— 

Senator Ives. It does from a financial standpoint. It makes all 
the difference in the world. 

Senator Neurercer. Let’s get the financial later. Let’s get back 
to the point that you made. You said that the preference clause was 
not valid, Senator, if I am not mistaken—one of the reasons it wasn’t 





Senator Ives. I didn’t say it wasn’t valid. I said you couldn’t 
finance it in New York; sell the bonds. I didn’t say the preference 
clause wasn’t valid. It is in direct conflict with New York law. 
New York law has its own preference. 

Senator NeEupercer. You said that the preference clause was inad- 
visable—— 

Senator Ives. That is exactly it. 

Senator Neunercer (continuing). Because of the fact that there 
are very few cooperatives and municipals to take advantage of its 
scope in that particular area. Is that correct ? 

Senator Ives. Well, yes, because it means you have to duplicate 
existing systems. You couldn’t finance it. 

Senator Nevsercer. But if the preference clause is not advisable 
because there are very few cooperatives and municipals to take ad- 
vantage of it, then probably the preference clause has never been 
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advisable through the whole history of the country. Is that not 
true ? 

Senator Ives. No, I wouldn’t say so, because in the western part of 
the country, as I pointed out earlier, you were putting power in 
places where there wasn’t much. Otherwise, why are you putting in 
new transmission systems? If you have the whole northwestern part 
of the country served to start with, what do you want new systems 
for, additional power? You don’t need it. 

Sen: ator Neupercer. At the time the Bonneville Act was put into 
effect, it was 1937 if I am not mistaken, when it was passed. 

It had a very strong preference clause which was mutually sup- 
ported by Franklin Roosevelt, then P resident, and by Charles Mc- 
Nary, then Republic an Senate leader. 

Senator Ives. That’s right. 

Senator Nevupercer. At that time there was widespread use of power. 
There were a great many private companies operating in the North- 
west. There were comparatively few cooperatives. 

Senator Ives. Wait a minute. Did you put in duplicate lines all 
over that area? 

Senator Neupercer. In some areas the cooperatives put up their 
lines because the private utilities refused to give them service. 

Senator Ives. And those areas weren’t served. 

Senator Neusercer. On the other hand, there were lines put in 
in areas where they had service in the private companies because the 
private companies had so much higher rates than the cooperatives 
could buy Bonneville energy for at “wholesale and compete. 

Senator Ives. That is true when you started out on that basis, your 
private rates and ever ything of that kind, but you aren’t going to have 
that situation in Niagara Falls at all. Private companies are not 
going to benefit by that. There is only one private company in New 
York State that will benefit directly. The rest of them only indi- 
rectly. And that is the Niagara-Mohawk Power Corp. 

They don’t need to have duplicate lines. They don’t need dupli- 
cate lines there. All of the people in that area, in ‘that economic area, 
are being served now by electricity and power. They don’t need addi- 
tional power from that standpoint at all. Your situation in the North- 
west is utterly different. 

Senator Neupercer. I don’t think it is different from this one re- 
spect: That when power is developed by a public agency, whether 
the Federal Government or by your New York Power ‘Authority, and 
a preference protection was set up for public customers, those public 
customers then grew and expanded and multiplied very rapidly. 

a you and I may disagree whether that is a desirable objective 

‘not. And you have every right to disagree. 

‘Genki Ives. That is what we want. There is nothing to stop that 
under the bill that Iam sponsoring. It will do the same thing under 
that that you can do under the bill you are talking about. You don’t 
have to have that kind of preference clause in New York State. That 
is what I am ae to tell you. You don’t need it. All it will do 
is gum things up in New York. 

Senator Neusercer. Do you mean to put on the record that without 
the preference clause in the act that authorizes this development, a 
cooperative system, whether it is rural electric cooperative or a munic- 
ipal system, can get all the energy that it desires for its customers? 
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Senator Ives. Yes, because, as I have already pointed out, a larger 
allotment has been allotted to these people percent: igewise than to the 
private utilities. They are getting about four times the power, per- 
centagewise, than the private companies are going to get out of this 
thing, as I recall the figures. 

Senator Neusercer. But is that all that they desire? That is the 
point I want to make. It is not the percentage 

Senator Ives. I don’t know what they desire. It is a darn sight 
more than they can use. For the next 25 years it will be more than 
they can use. 

Senator Neusercer. Are you presuming then that they won’t ex- 
pand and grow? 

Senator Ives. I know the communities where these companies are. 
IT am well acquainted with them. It is the area in New York where 
T live. But it will take 25 years before they will grow to the size where 
they can use all the power to be allotted to them. 

Senator Nevsercer. What other source of energy would they have 
except this, whether it is 25 years or 50 years? 

Senator Ives. What other source? They would have the source 
they have now. 

Senator Nevsercrer. How can they expand? What other sources 
of energy would there be except steam for municipals and coopera- 
tives ? 

Senator Ives. This is calling for expansion. That is what I am 
talking about. To four times, as I recall it, the capacity at the present 
time. The authority chairman sits over here. 

Mr. Moses. We will give you all the figures. We have all the staff 
here. We will give you all the figures on this. 

Senator NEUBERGER. Senator, there is one other question I would 
like to ask you,if Imay. You made the point, I think, that you regard 
the economic marketing area of this power only about 150 miles. Is 
that correct ? 

Senator Ives. That is correct. 

Senator Neusercer. Why is it so small in scope ? 

Senator Ives. Why is it so small in scope ? 

Senator Nevpercer. Yes. 

Senator Ives. Because physics makes it that way. 

Senator Neuspercer. What physics? 

Senator Ives. The law of physics. You can’t transmit beyond that 
distance and transmit economically. 

Senator NEuBERGER. Is that true / 

Senator Ives. Yes it istrue. Unless all the authorities on the subject 
are cockeyed. 

Senator NevperGer. Aren’t they transmitting between 200 and 300 
miles 

Senator Ives. If they are, they may be losing money doing it. You 
have to boost it so, by the time it gets there it will be prohibitive, 
almost. 

Senator Nevsercer. That is new to me. 

Senator Ives. All right. 

Senator Neusercer. Bonneville is transmitting I think 320 miles 
to Carey County, and selling power for 3 mills, and Bonneville is 
way ahead of its repayment “schedule, and Bonneville has—I don’t 
think they have lines of any higher voltage than you have available 
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at Niagara. I can’t understand this limit. I think at Clark Hill 
Reservoir, in the South, nator Kuchel would know about this 
from an informational standpoint. How far are they transmitting 
power from Boulder Dam? 

Senator Kucnen.. To the city of Los Angeles. 

Senator Nreupercer. How far is that? 

Senator Kucne.. Three hundred miles, I would say. 

Senator Nreunercer. And it is 320 miles from Bonneville where 
they are transmitting. Last week in Parliament, in Canada, the 
Minister, Sinclair, a Cabinet Minister, said that the Federal Govern- 
ment of Canada was prepared to put up $300 million to build Mica 
Creek on the upper Columbia, which will be one of the biggest projects 
ever built, rivaling Grand Coulee, and that is over 300 miles from 
Vancouver, where the power is to be used. 

Senator Ives. All I can tell you is that the St. Lawrence power 
development is something like 300 miles from New York C ity, and 
they are not even going to try to transmit that power to New York 
City. 

Senator Neunercer. Is that because of the other customers ? 

Senator Ives. It is because of the boosting that will have to be done. 
You lose too much juice on the way. I don’t know. Maybe the situ- 
ation in the West is different than it is in New York State. That is 
all LT know. I can only guide by that. 

Senator Necpercer. Thank you very much. Are there any other 
questions. Senator Kuchel ? 

Senator Kucuen. No. 

Senator NeEuBERGER. Senator Carroll ? 

Senator Carroii. No. 

Senator Ives. 1 think you can get the other scientific answers from 
the other witnesses who will appear 

Senator NEUBERGER. We are ve ry pleased to have you with us. We 
thank you for coming. 

Senator Ives. Thank you. 

Senator Neupercer. Congressman Miller is the next witness. 





STATEMENT OF HON. WILLIAM E. MILLER, MEMBER OF CONGRESS, 
40TH DISTRICT, NEW YORK 


Mr. Mitier. Mr. Chairman and members of the committee, I have a 
prepared statement. Tlowever, if I may, I would like to just give my 
opinion along with Senator Ives conc erning some of the questions 
that have arisen in connection with the proposition as it now stands 
in the State of New York. 

In the first place, it was pointed out by the distinguished Senator 
from California that perhaps politics was a part of the issue. Un- 
fortunately, it is. However, it must be remembered that the former 
(iovernor of the State of New York, Thomas Dewey, who testified 
before this same committee 2 or 3 years ago, stated very flatly that in 
his opinion, not only as Governor of the State of New York but as a 
lawyer, the outright preference clause was a violation of the laws of 
the State of New York, and that if the Congress passed a bill which 
included a Federal preference provision, that the State of New York 
could not accept the license since it would be contrary to enabling 
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legislation which created the Power Authority of the State of New 
York. 

Now on the question which was brought up by the Senator from 
Oregon on the question of economic transmission distance, I think we 
all know, Senator, that economic conditions and situations vary in 
different areas. In some places you have underground transmission 
lines, in other places they are above ground. Labor costs are different. 
Coal prices, transportation costs of coal, are different in different 
areas. 

All we are pointing out is that the economies which prevail in the 
marketing area of this power, with the steam stations, with the avail- 
ability of coal, with the labor costs, as compared to the cost of trans- 
mission, that you can’t transmit Niagara power over 150 miles and 
have it as cheap at that point in the northeastern part of the United 
States as you can have steam power. 

As a matter of fact, it is contemplated that the Niagara power will 
be about 4 mills at the bus bars. The cost of the St. Lawrence power, 
which is already established, when transmitted 75 miles only to the 
State of Vermont, is considered within the economic transmission 
distance because the present wholesale power rate in Vermont is 13 
mills. 

And you can thus see that the point remains that if you transmit 
it beyond that distance, there is no question about the possibility of 
transmitting it, but the point is, with a highly electrified, highly in- 
dustrialized situation prevailing in the Northeast, that it isn’t eco- 
nomical, and it isn’t competitively feasible to transmit it beyond this 
market area, but that will be more thoroughly developed by the chair- 
man of the power authority, who is in my judgment an expert upon 
that particular proposition. 

Senator Carroti. May I interrupt? 

Senator Neusercer. Senator Carroll? 

Senator Carroii. This is with reference to the first part of your 
testimony. 

Mr. Minier. Is this my prepared testimony you are referring to 4 

Senator Carrot. No; your comments on the licensing under the 
New York authority, and how it would violate the law, as per Gover- 
nor Dewey’s statement. 

I was reading your statement, and I am merely seeking information. 
In the statement of Senator Clark, from Pennsylvania, he said, “In 
my State there are many rural and electric co-ops and municipalities 
that need an assured supply of lower cost. power.” 

Is it contemplated in this project that this power is only for New 
York, or will it also serve Pennsylvania and Ohio? 

Mr. Miuier. Within the economic transmission distance, and that 
is so provided in the bill, which will be a small part of the State of 
Pennsylvania, the northwestern section of Pennsylvania, and the 
eastern part of the State of Ohio. 

What I say to you, Senator, while we are on this quest ion of prefer- 
ence, is this: The distinguished Senator from the State of Oregon 
can support by his arguments all of the necessities, and perhaps from 
your area, too, Senator Carroll, all of the necessities for Federal 
preference. But I say to you this: That never in the history of the 
United States of America has the C ongress of the United States im- 
posed a Federal preference clause upon any license authorized by this 
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Congress to a State agency of any kind in any State, including the 
State of Oregon, or any other State, where it was to be developed by 
the State or by a private utility. 

Senator CarroLy, However, that may be, I was thinking, you do 
contemplate then the service of certain areas outside of New York ? 

Mr. Mixer. Yes. 

Senator Carroti. And therefore this whole project is larger beyond 
the scope of the State of New York. 

Mr. Mitier. To a very small extent. 

Senator Carroii. Because the purpose of the license is to—I mean 
you are utilizing waterways which are available to other States. 

Mr. Miuzier. That’s right. 

Senator Carroti. And that is the whole purpose of it? 

Mr. Miizer. That is right. 

Senator Carrotit. And that is why you are here. 

Mr. Miner. That is right. 

Senator Carrou. Therefore, if those other States 

Mr. Miter. It isn’t why we are here. We are here because the 
Senate attached a reservation to the treaty which made it up to Con- 
gress to determine what agency would develop it. Had that reserva- 
tion not been put in—which incidentally was the first time in the 
history of the Senate of the United States that that was ever done— 
we wouldn’t be here at all. We would be before the Federal Power 
Commission where the New York State Power Authority would have 
« preference for a license, where it long ago would have had its license, 
and where it certainly wouldn’t have been subjected to a Federal 
preference clause, because it is contrary to the Federal Power Act, 
and because of the fact the Federal Power Commission found in the 
case of the St. Lawrence that the Federal preference was absolutely 
inapplicable to the situation in the State of New York. 

Senator Carroti. My point is that you are not confronted with a 
theory, but a condition that is in there, and that is why we are dis- 
cussing it. 

Mr. Miuier. Yes. 

Senator Carroii. Therefore it seems to me—and as I say, I am 
seeking information—if Ohio and Pennsylvania—if Senator Clark’s 
statement is accurate, and I have no reason to question its accuracy— 
if he desires to serve rural and electric co-ops and municipalities, and 
it is financially feasible—I think you said they have a right to par- 
ticipate—therefore it would seem to me that they are entitled to some 
protection under the preference clause. 

You can resolve that in another way, and we will wait until the 
experts come to discuss it. We will raise that point. 

It seems to me that the more I see about this, it is a little bit larger 
than New York itself, its licensing authority and its statutes. 

Mr. Mitier. Not only that—— 

Senator Carroti. And if we should grant such a license, if that is 
the proper term, and it violates the law of New York, it seems to me 
that New York will have to meet that some way because it is beyond 
the scope of New York. 

Mr. Miuier. It can never meet it because the people of New York 
would never accept it, and the legislature would never vote for a 
Federal preference clause provision in the laws of the State of New 
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York, because it is obsolutely opposed by the vast overwhelming 
majority of all the people of the State of New York, and 95 percent 
of whom are all served by private utilities who would be discriminated 
against, farmers and domestic consumers alike, 95 percent would be 
diser iminated against by a Federal preference clause. 

Senator CarroL.. Perhaps this is an exception reached by inter- 
state compact. 

Mr. Minter. The point you bring up is very salient here, and I 
think it should be commented upon. We are not in our approach to 
this thing destroying the rights of the consumers in Pennsylvania or 
Ohio. As a matter of fact, we are protecting them because it is spelled 
right out in the bill that they shall be entitled to their fair share of the 
allocation of this project power. But we go further and we protect 
Senator Clark’s people from Senator Clark’s approach himself, and 
we say that the power shall be distributed in Pennsylvania according 
to the law of Pennsylvania. And how much fairer could we be? 

Senator Carroty. In other words, by contract or by the legislation 
itself, they have the protection in Ohio and Pennsylvania ? 

Mr. Mixer. Right. 

Senator Carroiu. Thank you. 

Senator Nreusercer. You made the point, Congressman, if the 
preference clause is added it will discriminate against the customers 
of the private utility companies. Is that right? 

Mr. Miter. That’s right. 

Senator Neunercer. Is it your point that whenever a preference 
clause is enacted that it discriminates against those in the area who 
are served by a private utility company * a 

Mr. Miter. It could, in the State of New York, where 95 percent 
are served by private utilities, and where you couldn't 

Senator Nevusercer. I don’t know why the State of New York is 
so different from the rest of Americ: 

Mr. Mitirr. Because it is completely electrified, for one thing. 

Senator Neupercer. The point I don’t get, though, is this: Why do 
you make the claim that the enactment of the Federal preference 
clause—whatever else you want to call it—discriminates against the 
customers of private utility companies in that area ? 

Mr. Mutter. First, I make the claim that it would discriminate 
against New York because it is the first time you had ever done it to 
any State. 

Senator Nevgercer. You are shifting the scenery all the time. 
What I want to get, Congressman, if I may, is why would the Federal 
preference clause discriminate against the c ustomers of private utility 
companies in that area? 

Mr. Miter. Because of the fact that 95 percent of the farmers and 
the domestic users of electricity in New York State are now served 
by private utilities, or public utilities. That if you had a Federal 
preference clause which gives an outright preference to the customers 
of municipally owned plants or REA’s, it means that all contracts to 
the public utilities for power which they in turn sell to the rural and 
domestic consumers of New York, would be subject to withdrawal 
upon application by a preferred customer, to an outright withdrawal. 

So that if you resided in an area to be served or ser ved by a munic- 
ipal plant, all you would have to do if this Federal preference were 
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passed, all you would have to do is make application to the Power 
Authority of the State of New York, and get your power, even though 
it meant the power had to be withdrawn from the utility which was 
using the power to serve other farmers and other domestic users in an 
area not served by a preferred customer. 5 

Senator Neusercer. If your point is right—and I am not disputing 
it because who knows the right in a lot of these things—then the pref- 
erence clause has always been discriminatory and always been inad- 
visable. 

Mr. Minter. Of course not. 

Senator Nevsercer. Then isn’t that the way the preference clause 
works in the West ? 

Mr. Miuter. The preference clause originated, as you well know, 
because of the fact it was in cases where Federal money was being 
used. The taxpayers’ money was being used to build Federal projects 
with Federal money, and the Federal preference clause was put in so 
that there would be electricity given to people in areas that the utili- 
ties had not served or refused to serve and were not serving now, in 
order to give them electricity and electrify them. That doesn’t apply 
in New York. 

Senator Neusercer. Have you studied the operation of the prefer- 
ence clause in the Western States? Do you realize that in the West- 
ern States under the preference clause as it applies to Federal power 
projects, that a municipal operation or cooperative can make a pre- 
ferred demand for power and that they can get the power from the 
Federal project, regardless of what particular Federal project it 
happens to be ¢ 

Mr. Mirier. I understand that. 

Senator Neupercer. And that it can be withdrawn then from a pri- 
vate utility that is serving its customers ? 

Mr. Miter. I understand that. 

Senator Neupercer. And that this has gone on in most of the west- 
ern projects since the Presidency of Theodore Roosevelt. 

Mr. Minuer. I understand that. 

Senator Nrupercer. And that this discriminatory claim hasn’t 
applied there. ’ 

You have described accurately how the preference clause works. 
[ don’t see how you can say it is discriminatory in New York and yet 
you say it isn’t discriminatory in Colorado or Oregon. 

Mr. Mitter. Because in Oregon or Colorado you are talking about 
power created or made or generated out of the public taxpayers’ 
funds, and we are not talking about any such thing in New York. We 
are talking about having our power authority raise the money by the 
sale of its own bonds, $600 million, incidentally, to be paid for out 
of a business operation of the power authority, and we are not asking 
for a single thing from the Federal Government except that you leave 
us alone, and that you don’t impose upon the people of the State of 
New York a Federal preference clause which is contrary to the laws 
of the State of New York and under which we could not accept a 
license because of the enabling legislation. 

Senator Neusercer. In other words, your basic objection to the 
preference clause then is not that it is discriminatory in general, but 
that you are just opposed to it as it applies to a State financing? 


1898 57 — 3 
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Mr. Muer. I believe in States’ rights if it comes down to that ques- 
tion, and also because of the fact that if you have a Federal prefer- 
ence clause in New York, what it would lead to only is the incentive 
to condemn existing utility systems and steam plants and other pos- 
sessions of utilities in the State of New York who now serve 95 per- 
cent of the people, and you would have all of those things going off the 
tax rolls in various localities and you w ould eventually “have a further 
crisis than you have now as far as letting our people educate them- 
selves and provide funds and so forth and so on, all on the theory 
that you get power cheaper, which actually has never worked out. 

Our industrial rates in New York today are lower than they are in 
the TVA area, and our commercial and our residential rates are lower 
than the national average. And our people time and time again have 
indicated, both in resolutions and in legislative action, that they don’t 
want the preference clause. They don’t want a law set up which en- 
courages the condemnation of the existing utility system which has 
served New York since its inception. 

Senator Neusercer. How have your people indicated that ? 

Mr. Miturr. By resolutions passed by—I take it that these would 
be an even greater proof because over the years, as I think you prob- 
ably know, we have had an issue here in the development of this, not 
even by the State of New York but by private enterprise, and that ap- 
proach to the development of this agency was endorsed by the New 
York State Federation of Labor, by the Towns Association—we have 
local governments called towns in the State of New York, and the 
Towns Association, representing all the towns in the whole State of 
New York, endorsed the private enterprise bill. The boards of super- 
visors of every one of 62 counties endorsed the private enterprise bill. 

Since this solution has been reached, every resolution I know any- 
thing about that has been passed in New York by any organization 
has been in favor of the approach of the Ives-Javits-Miller bill, which 
does not include the preference clause, including Empire State cham- 
bers of commerce, the boards of supervisors, common councils and so 
forth, all organizations which have gone on record in this issue. 

Former Governor Dewey said the preference clause was not con- 
sonant with the New York law. Thee hairman of the Power Author- 
ity of New York, who is here, who is going to have to raise the money 
for this, who is going to have to run the operation and sell the power 
and liquidate the bonds, says that it is contrary to the law of the 
State of New York. 

And, as a matter of fact, it was proposed to our legislature in Al- 
bany this year that the Power Authority Act be amended so as to 
make a Federal preference clause applicable to the distribution of 
power in New York. It was overwhelmingly rejected. And every 
single person I know anything about in New York is opposed to the 
Federal preference clause. 

It is recorded, and I understand former Governor Poletti is here 
to beat for Governor Harriman, and I don’t propose to speak for 
him. I do say that in the final distribution of the power at St. Law- 
rence the Governor didn’t apply the Federal preference provisions or 
theory in the distribution of St. Lawrence power, and I am not too 
sure the Governor would be too mad if this approach to the problem 
were accepted. 
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Senator Neusercer. I will say that is quite a unanimity of opinion. 
I am curious to know where Senator Lehman got his votes. 

Mr. Miter. I am curious to know, too. 

Senator Neupercer. I want to go back to one of your points in 
which you said that if there were a preference clause these municipal- 
ities might encourage the buying-out of the private companies and 
that would take 

Mr. Mitier. There is no other preference to the Federal preference 
clause in New York. 

Senator Neusercer. Let me ask you this: Do you think that neces- 
sarily means that the preference clause is bad? Hasn’t that been the 
reason that the preference clause has been in operation in the Western 
States, that if a municipality should want to buy out a private com- 
pany that it has a source of energy ¢ 

You mentioned education taking property off tax rolls. Have you 
studied, for example, the educational systems in the city of Seattle, 
or Tacoma ? 

Mr. Mitzer. Yes; and I understand we in New York have to help 
pay for your power, which makes it easier for you to educate your 
people. 

Senator Neusercer. May I ask you where you are helping to pay 
for our power ? 

Mr. Mitirr. Because in New York all of the consumers of power 
are paying taxes for their power, and you are not. 

Senator Neunrercer. We are not paying for our power ? 

Mr. Mitier. You are not paying taxes. 

Senator Neusercer. Let me get that straight, because I think a lot 
of us from the Western States are involved in this. How are you in 
New York paying for our power ? 

Mr. Minter. We are subsidizing the power because you are not pay- 
ing any taxes and we are. 

Senator Neupercer. We are not paying any taxes? 

Mr. Mitter. In your power rates. 

Senator NEUBERGER. Tn our power rates where are we not paying 
any taxes / 

Mr. Mitrer. In the Bonneville area. 

Senator Neusercer. We are not paying any taxes? 

Mr. Mituer. In your power rates you are not paying any taxes, or 
small, in lieu of tax provisions, in the TVA theory. That is nothing 
in comparison to the taxes which the utilities in New York pay, full 
taxes, full corporate taxes. 

Senator Neusercer. Are you claiming that the Bonneville rate does: 
not pay for the project ? 

Mr. Miuier. It pays for the project, but it doesn’t pay any taxes. 

Senator Neupercer. Are you claiming then that flood-control proj- 
ects of the Federal Government, the navigation projects of the Fed- 
eral Government, should pay taxes? 

Mr. Miiter. Of course not. And I voted forthem. And I believe,, 
also, that when you get into Federal multiple-purpose appropriations 
that certainly the hydropower, which is incidental to the construction 
of the dams for those purposes, should be developed. And if it is 
developed by Federal funds, and the area is short of power and it is: 
not an electrified area, certainly I agree that you should have the: 
power. But the point remains you don’t pay any taxes for them.. 
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Senator Nevpercer. You have put on the record that you in New 
York are paying for our power with your taxes. I want to know how 
you are doing that. You haven’t told us. 

Mr. Mixer. [ will try once again. Because of the fact that in 
New York—I don’t have the exact figure, but I would like to have 
the opportunity of submitting it for the record—in New York the 
five utilities which serve at the present time the people of the State 
of New York, paid in Federal taxes last year, X number of millions 
of dollars. I don’t have it but I can get the figure. I presume it 
was well over a hundred million dollars. = that money has come 
down here to the Treasury of Washington. I don’t dispute the fact 
that those taxes are reflected in the rates that the people of New York 
pay for their electric power. All I am saying is that in your area, 
when you buy your power, there is no tax reflected in the rate. And 
nothing comes to Washington from the Bonneville Dam. That is for 
sure. 

Senator Neupercer. I don’t get your point. Do you think then 
there should be a tax on Bonneville Dam / 

Mr. Minier. No. 

Senator Nevsercer. Do you think that would be advisable ? 

Mr. Mitxer. I will say once again that I will leave Bonneville Dam 
in Oregon all alone, if you will leave us alone in New York, and let 
us develop our power like we want it in New York, like our law pro- 
vides for in New York, and that is all. 

Senator Neusrrcer. We don’t expect you to leave Bonneville alone 
because Bonneville is a Federal project and we are glad to have Con- 
gress exere ise supervision over it and it is very suce essful. Bonneville 
is paying for itself and it is away ahead of the repayment schedule 
set up by the Congress. 

Mr. Minter. And you are for the Bonneville Dam proposition ? 

Senator Nevsercer. I am. 

Mr. Mitxier. And yon feel it is good for the people of Oregon. 

Senator Neveercer. Definitely very good. 

Mr. Muurr. I feel that this de velopment in New York is good 
for New York if it does not have the Federal preference clause. But 
if it does have a Federal preference clause which would force the 
condemnation and destruction of the existing utility system, the 
necessity of building duplicate transmission lines, the money for 
which could never be secured by the State of New York—we are not 
talking here about this big, colossal, unlimited treasury of Wash- 
ington; we are talking about a pay-as-you-go little authority in 
the State of New York that is going to try to raise its money by the 
sale of bonds in the open market, and to liquidate those bonds by the 
sale of its power. And that if you get into a question of an outright 
preference and the question of encourage ment to muniec ipalities and 
REA’s throughout the market area, of encouraging the condemna- 
tion of existing systems to set up their own systems because they have 
a preferred claim on their power, then you would get into a question 
of the necessity for duplicate transmission lines, the cost of which 
could never be repaid, the money for which could never be secured by 
the Authority of the State of New York. 

It just would be—well, it would simply mean there would be no 
development at all. In addition to which I must point out to the 
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Senator from Oregon that the Power Authority of New York is 
already developing one source of power in New York at the St. 
Lawrence River. That license was given to the Power Authority 
directly by the Federal Power Commission. The public power advo- 
cates appeared in the hearing before the Federal Power Commission 
and requested that a Federal preference clause be incorporated in the 
license to be granted by the Federal Power Commission to the Power 
Authority of the State of New York. 

That was rejected by the Federal Power Commission on the ground 
that it was opposed to the law of the State of New York, that it was 
opposed to the Federal Power Act, that the Federal Government 
impose upon a State a Federal preference theory of distribution 
when no Federal funds are involved, and that economically it was not 
feasible in the State of New York. 

This power to be developed at Niagara is to be integrated with 
the power developed by the same Authority in the St. Lawrence. 
What a chaos we would have in New York if, as a result of the inte- 
gration part, the power produced at St. Lawrence was not subject 
to the Federal preference clause, which it isn’t, and that the power at 
Niagara would be because of the inclusion of the Federal preference 
into legislation passed by the Congress authorizing the power au- 
thority to develop the Niagara. 

Senator Carrot. Do any adjoining States participate in that St. 
Lawrence legislation ¢ 

Mr. Mirirr. Yes. Vermont, which is 75 miles away, Senator. As I 
pointed out when we got into the question of costs and economic trans- 
mission distances, it was estimated power could not be marketed feasi- 
bly beyond a radius of 150 miles, but they will transmit the St. Law- 
rence power 75 miles from Massena to Vermont where the wholesale 
cost from other sources now is 13 mills. 

Senator Nevnercer. Who charges them 13 mills? 

Mr. Mitier. Their present power supplier s. 

Senator Nevpercer. Charges 13 mills, 75 miles away, to the people 
of Vermont? 

Mr. Mirier. They are presently charged 13 mills. Mr. Moses is 
here and the authority on it. I have had a prepared statement but 
T hi ave spent so muc h time on questions—— 

Senator Carroii. You have done very well. 

Mr. Miter. I can only say to you in conclusion this one point : This 
power is drastically needed in the State of New York. It is needed 

very badly because of the Schoellkopf disaster referred to. Prior to 
that disaster we could afford the luxury of debating this issue on all 
kinds of ideologies because there was no shortage of power. There 
was a lack of this development for expansion, and for future needs, 
but at least there was no-critical shortage. Now, as a result of this 
Schoellkopf disaster we have and are making a mighty contribution 
to the defense of our country in the western part of New York, in the 
Niagara Frontier, which is the area to be served primarily by this 
project. 

We have the highest concentration of electric, metallurgical, and 
chemical industries in the country. They are now being supplied, 
at very high cost, power on a temporary basis from ‘anada, which 
contract will expire in about 2 years. It is going to take 3 years, 
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I think, to develop even the first portion of this Niagara project. We 
have debated this thing now in the Halls of Congress for the seventh 
year. And while we have been debating it, Canada is using the 
Americans’ share of the water on the Canadian side pursuant to the 
terms of the treaty, and in turn we are having to buy back from 
Canada this expensive power and expensive cost of transmission 
simply because we have not decided this issue in the Congress. 

I say to you that the approach to the problem which we are now 
making is this: At the present time, and until 1971, the Schoellkopf 
plant owned by the Niagara-Mohawk in the Niagara River is using 
a certain amount of Niagara diversion for hydro power. It is using 
an additional diversion at the Adams station for hydro power, and 
if this legislation passes, the Power Authority of New York will use 
the additional diversion authorized by the treaty of 1950 for further 
development of hydro power. 

The most economical place for the development of the power is at 
the higher head in the river which will be used and utilized by the 
power authority for this new diversion. So that if the existing 
utility on the Niagara River would give up and cede to the power 
authority all of its rights under its existing licenses, both to the 
Schoellkopf Co. and to the Adams, and allow the power authority to 
develop all of the water at 1 place and under 1 engineering approach 
at the higher and more economical point on the river, we will get 
all told many, many more kilowatts than if we proceed until 1971 
to be developing hydro power at 3 different points in the river, 2 

laces by private utilities under existing license and 1 under the new 
icense to be granted by this Congress to the power authority. 

In return, therefore, we are advocating for the utility ceding all 
of its rights to the authority. We are then providing in the legisla- 
tion that a certain number, 445,000 kilowatts, be given to the utility 
at the bus bar primarily for the supplying of the industrial cus- 
tomers who lost the power as the result of the Schoellkopf disaster, 
and who employ over 38,000 people in our area, and are indispensable 
to the economic stability and welfare of our area, in addition to 
which they are indispensable, I believe, to the defense efforts of our 
country. 

Beyond that, we are then providing that allocations be made to 
other utilities, to REA’s, to municipals, to other States, and so forth 
and so on, all in accordance with the law of the State of New York. 
And if this legislation is passed we can start immediately, we can 
market the bonds, the State can accept the license, and we can supply 
this badly needed power. 

But if a Federal preference clause is included in the legislation, I 
am afraid it will lead only to further litigation, rather than to the 
development of power which is so badly needed. 

I would be willing to answer any questions now. 

Senator Neusercer. Senator Case? 

Senator Case. Mr. Chairman, this has become almost an old re- 
frain around this committee, to hear talk about this Niagara power. 
I can’t help but observe, had the Congressman from New York been 
willing to accept substantially the same approach of licensing 
through the Federal Power Commission about 4 years ago, they 
would be 4 years down the road on their job by this time. 
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Mr. Mixxer. That is right. As a matter of fact, Senator, may I 
say that of course we couldn’t anticipate the Schoellkopf disaster. 
But may I say that had I had as much feresight as I have hindsight I 
would have been glad te support your bill 4 years ago, which is the 
approach fundamentally which I am advocating now. And that is, 
instead of now passing a bill simply sending it to the Federal Power 
Commission, the legislation which we are now proposing would, in 
effect, have the Congress do, I am sure, what the Federal Power Com- 
mission would do had it the opportunity to pass upon the question. 

Senator Casr. There is a little question of policy, and that is whether 
or not we should adopt the precedent of giving specific directives to 
the Federal Power Commission with respect to licenses it may grant, 
rather than letting them operate under the authority of the Federal 
Power Act of 1936, I believe it was. 

Mr. Mixer. I agree with that, Senator, with only one difference in 
this particular situation. I would agree with that in toto except for 
this: In other words what would happen is that of course the Power 
Authority of New York would get the license because they would be 
a preferred applicant before the Commission. And if the Commission 
followed its history in the St. Lawrence project, in the same State and 
to the same authority, of course they would include the Federal pref- 
erence clause. So that the end result would be the same except for 
the specific provision for allocation of the Niagara-Mohawk. The 
reason that provision is in there, the reason why I think it is a good 
thing rather than to leave the whole issue to the Federal Power Com- 
mission, is I doubt the authority of the Federal Power Commission 
to administratively arrive at this conclusion. 

The net result would be then, Senator Case, that the private utilities 
would continue on, you see, with the operation of the Schoellkopf 
plant, and with the Adams plant, until their license expires in 1971, 
which of course they would have to do. 

Senator Case. And thereby lose the potentiality of the increased 
production ¢ 

Mr. Mittrr. That is exactly it. Thereby lose the potential which 
is available, if you consolidated all of this entire diversion at the more 
economical head at the higher point in the river. You would event- 
ually, by result of this consolidation, get so many more kilowatt-hours 
than the development by the three different agencies in the same river, 
that what you give back to Niagara-Mohawk is almost represented by 
the increase in the power which is allowed as a result of the more 
economic development of the whole thing at the higher head. 

Senator Neupercer. What was the hydro development of the 
Schoellkopf plant? 

Mr. Miter. I have that here. 

Senator Case. Congressman Miller, what you are advocating then 
is the adoption of the specifie provisions of the bill which would in- 
clude this directive that would make possible construction of a higher 
head dam ? 

Mr. Miter. Yes. 

Senator Casr. I am sure that you will find the Senator from Ore- 
gon is all in favor of high dams. 

Mr. Mitier. No; there is no dam involved here. It would be at the 
higher head in the river. 
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Senator Case. Higher head but higher construction generally. He 
is in favor of high dams, so that portion of the bill may not cause 
as much trouble as it otherwise might. 

Mr. Miter. To answer your question, Senator Neuberger, under 
the license, Niagara-Mohawk is entitled to use for power develop- 
ment at least until 1971, 19,725 cubic feet per second of Niagara 
water and a further 12,775 cubic feet per second until further order 
of the Federal Power Commission. 

Of this total of 32,500 cubic feet per second, Niagara-Mohawk 
developed at the Schoellkopf plant prior to the rockslide approxi- 
mately 23,700 cubic feet per second. With this quantity of water at 
the plant’s effective head of 215 feet, 365,000 kilowatts were produced. 
The balance of the water, approximately 8,800 cubic feet per second, 
was and is developed in the Adams plant where the effective head is 
about 135 feet, and some 80,000 kilowatts are produced. 

Accordingly, Niagara-Mohawk has developed a total of 445,000 
kilowatts in its licensed project. 

Senator Nrunercer. That is what you are allocating to them? 

Mr. Mitier. Yes. May I expand that for a minute ? 

Senator Case. Let’s get the direct testimony on that, if I may, Mr. 
Chairman. 

What the bill proposes to do is to indemnify them for the same 
amount of kilowatt production that they would be losing by sur- 
rendering their rights at this time? 

Mr. Mitzer. That is right. And because of the fact that there is 
an additional benefit which is in accordance, as I understand it, the 
Federal power policy, and that is for the development of these waters 
and the development of the water potential for the greatest possible 
use and the greatest possible benefit, and the greatest possible benefit 
would be consolidation. 

Senator Caspr. On those general points I am sure we all agree. I 
would like to get specific things in here so that we all understand 
what this bill provides. 

This provision which requires the licensee to deliver this 445,000 
kilowatts of power, under the language of the bill as I read it on page 
4, line 15, it says: “with the approval of the Governor of the State 
of New York.” 

Mr. Miter. That is correct. At the present time all contracts, 
as I understand it, made by the Power Authority of the State of 
New York, must be approved by the Governor. 

Senator Case. I want to establish it from another point of view, 
and that is that the Federal Power Commission wouldn’t make this 
contract unless it was approved by the Governor of the State of New 
York. 

Mr. Miuirr. That is correct. 

Senator Kucnen. Not the Federal Power Commission. 

Mr. Mitier. The New York State Power Authority. 

Senator Casr. But the license granted by the Federal Power Com- 
mission would include this provision ? 

Mr. Mitier. That is correct. 

Senator Kucur.. By compulsion of the bill. 

Senator Casz. By compulsion of the bill. 

Mr. Mitier. That is correct, Senator. 
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Senator Casr, From the standpoint of the interests of the people of 
New York, and from the standpoint of assuring that it would be 
consonant with the traditional position of New York State that it 
has certain proprietary rights in the water here, that all would be 
protected by the inclusion of this provision in the license ? 

Mr. Miturr. Yes, sir. 

Senator Casr. That is all, Mr. Chairman. 

Senator Neunercer. | want to again get the point on the amount of 
power that Niagara-Mohawk will receive through this bill if it were 
to be enacted. They would get 445,000 kilowatts, I think you said, 
and your statement points out. Is that what they were generating at 
the Schoellkopf plant, or what they were generating at the Schoell- 
kopf plant and the Adams plant combined? 

Mr. Miiier. Combined. And it is proposed by the legislation that 
they turn—now you see the Schoellkopf plant, Senator, is not totally 
destroyed. They are still developing now at Schoellkopf some hydro 
power. In addition to that it includes the Adams plant. 

Senator Nreusrrcer. But they will surrender the water for which 
they have the license at both the Schoellkopf and the Adams plants; 
is that correct ? 

Mr. Miiier. That is correct. 

Senator Nevsercer. ‘Then will the Adams plant go out of operation ? 

Mr. Miuier. It will be taken over by the power authority and I 
presume it might be used for a standby proposition. Mr. Moses can 
answer that. But all of the water will be used by the power authority 
at the higher point at Lewiston in the river. 

Senator Neusercer. In other words, the company will not receive 
any more power than it had before. Is that correct ? 

Mr. Mirter. That is correct. And that is only for the purpose, 
Senator, of trying to supply these industrial customers, these metal- 
lurgical and ¢ hemical industries, who moved to Niagara Falls because 
of this cheap power and because water power is one of their greatest 
raw materials, and they employ 38,000 people in our area. 

Senator Nevusercrr. We have that on the record. 

Now let me ask you this: For how long will the company receive 
that energy ? 

Mr. Miter. For the life of the power company bonds. 

Senator Neusercer. Which is how many years? 

Mr. Mirier. Thirty. 

Senator Neunercer. For how long is the company’s license good ? 

Mr. Mintzer. To 1971. 

Senator Neveercer. In other words, in effect the company will re- 
ceive the power for substantially longer than it would have if the 
rockslide hadn’t occurred ? 

Mr. Mriirr. That is true except for the fact they are immediately 
ceding all of their rights until 1971 which they would not now have 
to do, and could continue to operate until 1971 just as they are. 

Senator Nrunercer. But it seems to me that in a way they are 
getting a windfall instead of a rockfall. Their license for the use 
of that water extended only until 1971. 

Mr. Miter. But you have to remember, Senator, that this is in- 
volved 

Senator Neusercer. That is only about 15 years from now. 
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Mr. Mriirr. But you must remember this: When you get a license 
from the Federal Power Commission—as Niagara-Mohawk has now— 
it provides what? At the expiration of the license period—which is 
1971—that it may make application to continue; or it provides, too, 
that the Federal Government may recapture. 

Senator Nevupercer. That is right. 

Mr. Mitzer. There has been no indication nor has it been con- 
templated to my knowledge that the power authority ever intended 
to absorb these particular installations for water diversion. And 
therefore it could be presumed that they might well go on beyond 
1971 unless the Federal Government recaptures, which I doubt. 

Senator Neupercer. Has there been any indication of what the 
Federal Government intended to do when the license runs out? 

Mr. Mitier. Not to my knowledge. 

Senator Casr. What is the expression on that by the Federal Power 
Commission ? 

Senator Nevpercer. I don’t know. I wonder if Mr. Moses knows. 
I don’t know if there is any testimony on it at all. 

Senator Casr. Is there anybody here from the Federal Power 
Commission ? 

Would you identify yourself and answer directly ? 

This is Mr. Gatchell, Counsel for the Federal Power Commission. 


STATEMENT OF WILLARD GATCHELL, GENERAL COUNSEL, 
FEDERAL POWER COMMISSION 


Mr. Garcuecyt. I am Willard Gatchell. I am General Counsel for 
the Federal Power Commission. 

Senator Casz. What is the practice of the Federal Power Commis- 
sion with regard to the renewal or extension of licenses when the 
initial period expires ? 

Mr. GarcHeLtu. We have had only a few exceptional cases where 
licenses for major projects, of a substantial size, have expired, and 
that has been because they were constructed under special temporary 
authorization, limited to 5- or 10-year periods because of the industria] 
circumstances with which they were connected. There have been no 
project licenses expire similar to the one held by the Niagara Falls 
Power Co. The first date when they will start expiring is in June 
1970. The Niagara Falls license would expire in March 1971. 

Senator Casr. Has there been any statement of power policy that 
would give any guidance as to what the committee might think was 
a reasonable program that would be followed in renewals? 

Mr. GaTcHELL. Senator, the Federal Power Commission, of course, 
is not the agency to decide that. The act does not say that the projects 
will be recaptured by the United States at the end of the license period, 
but merely in section 14 sets up an acquisition price formula by which 
can be determined the amount which would be paid by the United 
States in the event of acquisition. The United States can today take 
over any licensed project. But if it does so it must pay just compen- 
sation for that plant. 

At the end of the license period it would not be required to do that, 
but would pay the net investment or the fair value, whichever was 
lower. 
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The Federal Power Commission therefore has no function to play 
in deciding whether there should be Federal acquisition or not, even 
if a license should expire. 

Senator Case. Is there a requirement then in the law that at the 
expiration of the period if the Federal Government were to recapture 
the water right that it would have to reimburse the person for the 
net investment ? 

Mr. Garcuety, The formula set out in the Federal Power Act is 
that the United States must reimburse the owner, the original licensee, 
for its net investment or the fair value of that project, whichever 
is lower. 

Senator Case. Which might serve to—I don’t want to get this con- 
clusion from you unless you want to express yourself—it suggests to 
me, Mr. Chairman, that that provision would operate as a restraint 
on the recapture of the water rights itself. If the Government has 
any budgetary problems at that time, the fact that it would have to 

rovide reimbursement might serve to operate as a restraint and per- 
hams encourage the renewal of the license. 

Mr. Garcueti. What you say is correct, Senator, but there is this 
additional consideration which must be borne in mind when the acqui- 
sition period approaches, and would have to be considered, I would 
think, by Congress: These projects, waterpower projects, as a rule 
are not in isolated areas. They are a part of the system of the electric 
company holding the license. The licensee is entitled, under section 
14, to severance damages if the project is taken. And therefore not 
only would the costor the net investment of the particular waterpower 
plant be considered, by the contribution to the power source of supply 
of that company would have to be considered, so that there are other 
factors which the United States—and I presume Congress—will have 
to consider at that time. 

Senator Case. Thank you very much. I think that is helpful. 

Senator Nevpercer. Senator Kuchel ? 

Senator Kucuer. Do you plan to testify here, Mr. Gatchell ? 

Mr. GarcuEcy. I am over here to answer any of the questions of 
the committee. We have presented to the committee reports of the 
Federal Power Commission. I did not plan to testify. Senator Kerr 
asked me to be here. Iam here. Unfortunately I will be out of town 
tomorrow. We will be glad to do anything you say, Senator, and 
answer any questions. 

Senator Kucuen. I don’t want to ask any questions of Mr. Gatchell 
now, but I certainly want to before we conclude these hearings, and 
I suggest to the chairman that at a convenient time tomorrow or the 
next day, or whatever the schedule of the hearings may provide, that 
Mr. Gatchell, if it is not inconvenient, be asked to come so that we 
could ask some questions. 

Senator Neupercer. It is obvious that I am just acting chairman, 
but I will transmit that to Senator Kerr. 

As long as we are on this one particular point, Mr. Gatchell, I would 
like to ask you this: If the company did not rebuild its Schoellkopf 
plant after it was destroyed by the rock fall, what would the FPC 
then do? 

Mr. Garcue.y. Senator, we have pending before the Federal Power 
Commission at this time an application by the company to rebuild the 
Schoellkopf plant, in part. I cannot tell you what the Federal Power 
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Commission will do on any application that is pending, because I 
know of no way of finding that out until it is presented to them. 

Senator Neusercer. Let me ask you this: Do you have any prece- 
dent when, for some reason or another, a licensee has had its plant 
destroyed by fire, avalanche, or whatever it might be, and, therefore, 
does not continue to use any of the water or all the water authorized 
by the license, what does the Federal Power Commission do? Do you 
let the license stand, do you void it, amend it, or what happens? 

Mr. Garcuetyi. Senator, we have been very careful in authorizing 
licenses to see that they are constructed in a safe and adequate man- 
ner. And this is the first project under license meeting with a major 
catastrophe of this kind. Therefore, we are presented with a novel 
question. I don’t think that the loss of the Schoellkopf plant can be 
attributed to any negligence on the part of the company in construc- 
tion, since it was a natural formation of the rock that fell down. We 
have not been faced with this problem before. 

Senator Neunercer. So you have no precedent as to what you would 
do with the terms of the license in such a situation ? 

Mr. Garcue.. No, sir. 

Senator Nevusercer. Those are all the questions that I have Mr. 
Gatchell, unless other members of the committee have some questions. 

Senator Carroll ? 

Senator Carrotu. Just one question. Referring to this whole proj- 
ect, the Federal Power Commission—I am a new member of this com- 
mittee and I haven’t heard this for 7 years, and I am just seeking 
information—did the Federal Power Commission license this project 
which we have under consideration, the New York authority ? 

Mr. Garcuett. Would it? 

Senator Carroiu. Has it? 

Mr. Gatoueu. It issued a license to the power authority to con- 
struct the project at St. Lawrence, on the St. Lawrence at Massena. 
It has not had an application from the power authority for the Niag- 
ara development because of the treaty reservation. The treaty reser- 
vation provided that Congress had to pass upon the use of the water 
before it might be used in the United States. 

We had an argument last Thursday before the court of appeals 
where the court of appeals was considering the validity of that treaty 
reservation. And there I may say, because I argued in support of the 
Commission’s position, in rejecting the application, I may say there is 
question, and considerably question, as to whether the Senate, acting 
in its treatymaking function, with the approval and acceptance by the 
President and with full acceptance by Canada, the other signatory 
party to the treaty, whether the Senate even under all of those cir- 
cumstances can, in a domestic matter alone, bind Congress. 

The treaty reservation does attempt to place the matter under the 
aegis of Congress. 

We have presented to the court the position that the reservation is 
valid, and that the court must sustain the treaty with the reservation, 
and that the Federal Power Commission does not have jurisdiction 
to issue a license to the power authority or to any other applicant for 
redevelopment of the Niagara Falls. 

The court, however, has the matter under advisement and we will 
have to wait to see what the court says. 
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Senator Casr. That is a very interesting development. It hadn’t 
come to my attention. 

Just by way of rev iew, and in view of what Senator Carroll said, 
when he had this question up about 4 years ago, we had two major 
bills initially presented. One was to authorize the private develop- 
ment; the other was to provide for Federal development. ‘The commit- 
tee was very much divided between those two bills and finally it re- 
ported out a bill which I had presented, which in effect withdrew this 
reservation on the treaty with Canada and let the licensing of the 
power fall under the general Federal Power Act, which provides that 
where there is more than one applicant for a power right, that if a 
public body, to wit, the State, should present an application which 
the Commission deems is equal to the others, that it would have the 
preference. That would have accomplished the same result substan- 
tially as this would except, as Congressman Miller pointed out, the 
specific provision for allocating this 445,000 kilowatts. 

Senator Carroty. I think the Senator from South Dakota very 
much, 

I would like to put this question, not with reference to this project. 
The hcensing authority of the Federal Power Commission, in waters 
of this size and magnitude, I suppose takes into consideration the 
beneficial interest of other areas affected, does it not, other States ? 

Mr. Garcuett. The Commission must take into account the com- 
prehensive development of those water resources for all beneficial 
public uses. 

Senator Carroiy. Have you studied this legislation that we have 
before us? Is that one of the reasons that Ohio and Pennsylvania 
may participate in this sort of legislation ? 

Mr. Garcuet. The Federal Power Commission reports on the 
four bills that are before you, ine ‘luding S. 512, and also the bill pre- 
sented by Senator Ives, S. 1037, those reports deal with the develop- 
ment of the Niagara River as proposed in the bills. We do not 
attempt to deal with it under the Federal Power Act because it does 
not come before the Commission as a strictly Federal power proposal, 
Federal power license proposal. 

However, in deciding whether to issue a license for any project, 
the Commission must consider the market area to which the power 
can be taken, and the effect upon that market area, whether there is 
« demand for the power or whether they are proposing to undertake 
a development which would not be economic, and the Commission 
does consider the effect generally within that market area. 

Senator Carroii. Thank you very much. 

Senator Case. Mr. Gatchell, what court did you say has this pend- 
ing case 4 

Mr. Garcuetn. The United States Court of Appeals for the Dis- 
trict of Columbia Circuit. 

Senator Case. Is there any indication as to when that decision may 
be forthcoming ¢ 

Mr. Garcrenrt. There is not. They have expedited this case. The 
(Commission’s order was only issued last November. This is a most 
exceptional case to have argument this soon. I would therefore as- 
sume that the court will 7 fairly prompt. The court panel was com- 
posed of the chief judge, Edgerton, Judge Bazelon, and Judge Bas- 
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tian, three men who are usually very prompt in getting out their 
opinions. So I anticipate it will not be too long. 

Senator Case. Of course, it is conceiv: able that if that decision 
should find the reservation invalid, that it might go on through the 
Supreme Court. 

Mr. Garcuetu. I assume in either event it will. However, the de- 
cision, in the event the court should hold the reservation invalid, the 
decision as to whether to seek certiorari from the Supreme Court 
would rest with the Solicitor General. Of course, the Solicitor Gen- 
eral represents not only the Federal Power Commission in the Su- 
preme Court, but also the State Department, in a case of this kind. 
This is a matter of a treaty reservation, which is of serious concern 
to the United States Senate as well as to the Department of State and 
the Federal Power Commission. 

Senator Casg. As I gather from what you said earlier, Canada did 

-atify the treaty with a  reservat ion. 

Mr. Garcuent. Canada unconditionally accepted the reservation 
attached to the treaty when the Senate consented to it. It accepted 
that unconditionally. Then in the protocol, or the proclamation rat- 
ification, Canada had inserted a provision that this being a matter of 
domestic issue relating solely to the United States, it was not of con- 
cern to Canada. I think that was perfectly appropriate. 

Senator Case. Of course that may be the point on which the thing 
will turn. If it were a reservation on the treaty which limited or af- 
fected the Canadian picture somewhat, it would be binding with re- 
spect to Canada. But there may be certainly an argut able question 
as to whether or not a reservation by the Senate, which merely relates 
to a domestic application, can modify the Federal Power Act which 
of course was the result of our total legislative processes involving 
the House of Representatives. 

Mr. Garcuet. I don’t think it modified the Federal Power Act in 
any way. What the United States did in that agreement was to lift 
the limitation upon water use which had theretofore been imposed 
by the treaty of 1909, and the position which it seems to me to be the 
only sound position to take is that the United States can use any wa- 
ter of any boundary stream to the full amount of that stream if it 
wants to. But rather than to get into a conflict with Canada it chose 
to limit itself. Therefore, this being a limitation rather than a con- 
ferring of jurisdiction, I think that the limitation applies if the treaty 
is the Jaw of the land. 

A treaty is not merely an instrument between two countries, a 
scrap of paper as it is sometimes referred to, but it is to confer upon 
the nationals of each country certain rights. This treaty conferred 
rights upon the Canadian nationals that were of direct’ interest: to 
Canada, in which the United States was not concerned; it conferred 
equal rights upon nationals of the United States, and I am not trying 
to argue the case again, you understand, but I am trying to present to 
you the issue that is involved. 

Senator Case. I appreciate your doing it. I think your statement 
has been helpful and has given the committee some information which 
will be useful. 

As I recall that reservation, it was in the nature of a reservation 
of the situation for future legislation. 
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Mr. Garcuetn. The reservation said that before the water available 
on the United States side could be utilized, there must be further 
action by Congress. 

Senator Case. “No project for development of the United States 
share of such waters shall be undertaken until it be specifically author- 
ized by act of Congress.” 

Mr. GaTcHeLL. Yes, sir. 

Senator Casr. The question I want to ask is this: Have you had a 
chance to examine S. 1037? 

Mr. GaTcHELL. Yes, sir. 

Senator Case. Would that fulfill the reservation of being a specific 
authorization by act of Congress if it were enacted ? 

Mr. Gatcuetn. I don’t think there is any question about it, any one 
of these bills would do that. 

Senator Case. So that if it were enacted, regardless of what the 
Court decision might be, it should stand on its own ? 

Mr. Garcuett. It would make no difference how the Court went in 
that event. If the Court held the reservation to be valid, then I think 
any of the bills pending before this committee would meet the test 
of that reservation. 

Senator Casr. And if the Court should hold it to be invalid 

Mr. Garcueti. Then of course you do not need legislation, if the 
Supreme Court should ultimately say that it is invalid. 

Senator Case. Thank you very much. 

Senator Carroty. That brings us back. Assuming the validity of 
the reservation and the right of the Congress to pass, as you have indi- 
cated, on S. 1037, then it is for the Congress itself to determine the 
beneficial interest in these adjoining States in addition to New York. 
Who has the beneficial interest of this use ¢ 

Mr. Garcuenn. Senator, I would be the last one to tell Congress 
what its rights or privileges are. If you have to pass legislation I 
would assume that Congress would consider all of these things which 
were recorded as in the public interest. 

Senator Carroii. The next step, assuming that the Court would 
knock out this reservation, then to whom would this controversy 
revert ¢ 

Mr. Gatcueti. If the Court knocks out the reservation it then 
comes under the Power Act unless Congress chose to amend the Power 
Act. In that event I think you would have to have a direct amendment 
of the Federal Power _ making a specific exception in this case, if 
you chose to do that, or a general amendment to the act. I think if 
the reservation is not valid that the matter is up to the Federal Power 
Commission without any further action by Congress. 

Senator Carrotu. That is what I had in mind. Now following 
the policy of the Federal Power Commission in the issuing of these 
licenses, do you take into consideration the beneficial rights of not 
only one State but any State close to the area that has a right, a bene- 
ficial right that may flow from the license which you issue? 

Mr. Garcneiy. The answer is most undoubtedly, “Yes.” We did 
that in the St. Lawrence by this very direct means. Article 28 of 
the St. Lawrence license provides that power shall be made available 
within economic area of the project. Vermont applied, New Hamp- 
shire applied, and Massachusetts applied for a portion of that power. 
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Massachusetts and New Hampshire withdrew their request for 
power because they fiundl it would be uneconomical. It was only a 
matter of 150 to 200 miles. They withdrew their applications be- 

‘ause they could not get the power down there at a cost which would 
pay them to make the transportation and pay what they had to pay 
at the bus bar and get it delivered. 

Vermont, however, was allocated 100,000 kilowatts of capacity, and 
that power will be transmitted to Vermont and utilized under the ar- 
rangement set up by the State of Vermont. But a similar provision 
it seems to me could be put into the license without authorization by 
Congress, could be put into the license if the treaty reservation is in- 
valid and the license terms apply. However, it is entirely within the 
rights and prerogatives of the Congress to put in any such addition as 
it desires. That is a legislative matter upon which I would not 
comment. 

Senator Corron. May I ask a question / 

Senator Neupercer. Certainly. 

Senator Corron. Did I understand one of your answers to Sen- 
ator Carroll to be that if Congress at this time should pass 8. 1037 
or one of the other bills, and if subsequent to its passage the Su- 
preme Court of the United States held this treaty provision to be 
invalid, did I understand you to say or intend to imply that this act, 
which Congress passed, would not be effective because what would 
have been required in that event would be a direct amendment to the 
Federal Power Act? 

Mr. Garcuety. I didn’t mean to give that implication, Senator. 
If any one of these bills is passed, then it is immaterial what happens 
to the reservation. If it is a valid reservation, your act applies. If 
it is an invalid reservation, your act still applies. If Congress should 
pass any one of these bills they are so framed that I think the out- 
come of the Court case is a matter of complete indifference. 

Senator Corron. Thank you. 

Senator Kucuen. Congressman Miller, may I ask a question or 
two? 

I think there may have been an implication in one of your answers 
to a question by Senator Neuberger that you didn’t intend. First 
of all, very generally, what you were contending before this com- 
mittee is that: since the State of New York, under this bill w ould be 
authorized to construct a project which would produce power, that 
the paeroninen provisions of the Federal reclamation law should not 
apply ? 

Mr. Miuirr. That is true because it is inconsistent with the present 
law of New York. 

Senator Kucnet. You do not, I take it, have any quarrel with the 
preference provisions of the Federal reclamation laws as they apply 
to federally built multipurpose projects ¢ 

Mr. Mriter. No. I have supported them; none at all. I think 
it is an entirely different picture. 

I will finish in one minute. 

Senator Neuberger talked about the windfall. I want to point out 
that under the present situation, of course, these companies could 
continue to 1971 uninhibited by any required negotiation with the 
Federal Power Commission or anyone else and operate as they do 
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today. As I pointed out, they are using this 32,000 cubic feet per 
second of water, roughly, and with that they are generating 450,000 
kilowatts of power. ‘But if you give that 32,000 cubic feet per second 
right away to Mr. Moses in the power authority they can develop 
750,000 kilowatts out of that same water. So for 17 years we are 
giving all the people in the area and the country 300,000 more kilo- 
watts of power by the more economical development at the higher 
head than we would had we continued in the status quo. If you don’t 
have the provision in for the utilities of course they must by necessity 
continue in status quo and that means at the expiration of the license 
we will be faced with the same situation Mr. Gatchell was talking 
about, does the Federal Government recapture, doesn’t it, do they 
grant a continuance, what is the situation’ Here Mr. Moses is faced 
with the sale of bonds. Here he can make a firm contract for the life 
of his bonds for 445,000 kilowatts of power. As a business basis and 
as a necessity for the economy of the area it is most desirable and 
certainly is consonant with the best and fullest development of the 
water resources for all the people. 

In conclusion, I wish to say only this: Senator Kerr some time ago 
sponsored a Markham Ferry project for the State of Oklahoma. It 
was to be built by the Power Authority of the State of Oklahoma. 
That bill came up in the House of Representatives — I attempted 
to come over and talk to Senator Kerr about it because I didn’t want 
to establish any precedent in connection with it as far as the Niagara 
was concerned. But I believe that that bill was what a people of 
the State of Oklahoma wanted. It passed the House with my assist- 
ance. I was present on the floor. It passed by a voice vote and it 
was moved by a man who was then chairman of the Public Works 
Committee of the a George Dondero, from Michigan, who was 
then my cosponsor for the private development at Niagara. But the 
point that I make is that there was not in the Markham F erry project 
any Federal preference clause. Nor was there in the Priest Rapids 
Dam, a bill which was passed on July 7, 1954. Senator Magnuson, 
I believe, made an effort on the floor of the Senate to attach to that 
bill authorizing the public utility district No. 2 of Grant County, 
Washington State, to include in that bill a Federal preference clause, 
and it was defeated on the floor of the Senate. 

The same thing is true with regard to Public Law 346, which pro- 
vided $100 million for the Coosa River dev elopment by a private 
utility, the Alabama Power & Light Co. That applic ation is now 
pending, I think, before the Federal Power Commission and there 
was no Federal preference provision put in by the Congress. 

I say to you that since you have never forced a Federal preference 
clause upon any State, or any subdivision of any State, that you have 
permitted that State or subdivision to proceed under its own laws 
for its own creation for its own operation acecording to the law and 
the economies of the area which it serves, I simply ask that you don’t 
single out for the first time in the history of the Congress of the 
United States the State of New York for this unusual treatment which 
would be in contravention of our law and of the policy of the Power 
Authority of the State of New York. 

I wouldn't do that to you, Senator, in Oregon, and I hope you 
don’t do it to me in New York. 


91898—57——_4 
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Senator Kucner. And you wouldn’t do it to me in California. 

Mr. Mituer. No, I wouldn’t, Senator. 

Senator Carroti. I might make this suggestion, if I might, that is 
why I asked some of these questions, because it seems that it is a 
little bit broader than the State of New York because it does involve 
some of these other areas. I think you very ably described the prob- 
lem. As Senator Ives said, it is—what was his term /—it is a question 
of physics. It is really a question of perhaps geography and a ques- 
tion of finance. 

But how you do it, whether Pennsylvania or Ohio—because they 
too have a beneficial interest in this water—whether you do it by 
interstate compact 

Mr. Mitirr. They have all the rights in the world under the pro- 
visions of the Federal Power Act. They have all the rights in the 
world to come before the Federal Power Commission and to make ap- 
plication for a certain portion of the power, and upon a good showing 
that they can utilize it, they are prepared to accept it, they will get it 
under the law as it exists today. There is nothing we can do about 
it. 

Senator Carrotu. That is the point I want to make. 

Mr. Mitier. There is nothing we can do about it. 

Senator Carron. In Senator Clark’s statement he talks about their 
region as a whole as a high cost power region. 

Mr. Minier. No matter what we do, Senator Carroll, in any legisla- 
tion, the vested rights of the people of Pennsylvania and Ohio, to the 
hydropower development in the international stream at Niagara, are 
fully, adequately and completely protected by the Federal Power Act, 
and if they come to the Federal Power Commission upon application 
under the law the Federal Power Commission always has, must and 
will give them all of that fair share of power which they need and 
ean utilize. 

Senator Carroty. Put it differently, as the power leaves New York 
and goes into Pennsylvania and Ohio, the preference clause could 
operate for that electricity. Is that your contention ? 

Mr. Miuer. The Federal preference clause wouldn’t apply and 
shouldn’t apply, because of the fact that perhaps there is no Federal 
preference provision for distribution of power in Pennsylvania or 
Ohio, either. In other words, my bill goes right along with the basic 
proposition of leaving to each State its own solution of its own prob- 
lems in accordance with its own laws, and it says right in my bill 
the power in Pennsylvania or Ohio shall be distributed in accordance 
with the laws of those States. So that while we do not have a Federal 
preference in New York, if they do have a Federal preference in 
Pennsylvania, or if they would like to enact one, they may do so, and 
all the power to go into Pennsylvania would be subject to the Fed- 
eral preference provision. 

Senator Carroty. One further suggestion. 

Mr. Mitzer. So if Senator Clark would like to get his legislature 
at Harrisburg to make Federal preference for the distribution of 
what power the Federal Power Commission determines Pennsylvania 
should rightfully have out of this project, then that power in Penn- 
sylvania will be distributed according to Federal preference provi- 
sions. 

Senator Carroti. One further suggestion. 
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Senator Kuchel, I think very aptly, had you clarify your position 
with reference to the preference dale on Federal projects. 

Mr. Mitirr. Absolutely. 

Senator Carro.y. It seemed to me that you-— 

Mr. Miuirr. I didn’t mean to. 

Senator Carrot. It seemed to me that you were making a very 
strong pitch about the taxes that are being paid by New York private 
utilities, and by the people. 

Mr. Minier. Yes. 

Senator Carron. Actually, we in the West couldn't develop some 
of these projects without the support of the great leaders of New 
York. 

Mr. Mitier. Senator, I realize that, and I repeatedly made the 
statement, and I think it was included in many statements that I have 
made before this very committee, that where the project was so large 
that the private utility would not undertake it, or where it wasn't 
engineeringly possible for private utilities to undertake it, where it 
involved a ‘governmental function, where utilities could not or private 
enterprise could not enter the field, such as reclamation, irrigation, 
flood control, and so forth, 1 was wholeheartedly in support of those 
projects, in favor of their being constructed by the Federal Govern- 
ment for the contribution that the improvement of the area would 
make to our national economy, and I was in favor of the Federal 
funds being used therefor, and certainly in favor of the use of the 
waters created by the construction of the dam for hydro purposes, 
and under Federal preference Federal funds having been used for 
those developments if that was what the people in that particular 
area wanted, and if you had many cases in the history of our, country 
where private utilities—and I don’t hold a brief fully for their his- 
tory any more than I do for all the things maybe that I have done in 
my lfetime—where they didn’t string a powerline up some place or 
where there wasn’t electricity or people couldn't get it, or except get 
it at exorbitant rates, 1 have been fully in accord with that approach 
on a Federal level, and I am today. 

[ say it has no application in New York either to the realistic 
economy of our State, or to the laws of our State. 

Senator CARROLL. Some say that out West, we are a colony of New 
York. Gov. “Alfalfa” Bill Murray of Oklahoma said one time it re- 
minded him of a dairy cow, with its head in the West feeding and the 
milk bag in New York. We don’t take that concept. 

Mr. Mitrier. The only thing I say to you in conclusion, if you 
would like me to view the problems of your area in sympathy with 
what your people want and need, I simply ask you to reciprocate and 
do the same for the area which I represent. 

Thank you. 

Senator Neusercer. How do you decide what the people in an area 
want or need? You have used that phrase repeatedly. 

Mr. Minter. We can cite it this way. I can name any number of 
illustrations. In the first place, the private enterprise bill was 1» 
before the House of Representatives in 1953; 26 of the 27 Republi- 
cans from the State of New York voted for development by private 
enterprise, 6 out of 14 Democrats voted for the development by pri- 
vate enterprise; all 31 have been reelected and reelected to the Con- 
gress of the United States. 
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I ran the first time and I have run three times since on the develop- 
ment by private enterprise, and I have been reelected by increasing 
majorities. Because of the Schoellkopf disaster I compromised my 
position in accordance with the provisions of the bill before you, 
introduced by Senators Ives, Javits, and myself. I publicly an- 
nounced that to be my position during the last campaign, and I was 


again reelected. 


The Niagara County Board of Supervisors, representing all the 
towns in the area, have passed a resolution in favor of this bill as 
opposed to Federal preference. Former Governor Dewey was opposed 
to Federal preference as being contrary to our laws. The present 
chairman of the New York Power Authority, Mr. Robert Moses, has 
repeatedly stated that it is contrary to the laws of the State of 
New York. Now the distinguished junior Senator from the State of 
New York, Mr. Jacob Javits, when Attorney General of the State of 
New York, just 1 year ago, wrote a long 17-page opinion in which he 
stated very clearly that the preference clause was contrary to the law 
of the State of New York, and that no Federal preference should 
be incorporated in any license given to the Power Authority of the 
State of New York. 

After that memorandum was submitted, he ran for the United 
States Senate from the State of New York and was overwhelmingly 
elected. I don’t know how many more examples you would like. 

The Legislature of the State of New York has repeatedly and 
overwhelmingly supported the position. 

(The opinion referred to is as follows :) 


STATE OF NEW YorK, 
DEPARTMENT OF LAw, 
A/bany, February 13, 1956. 
To: Hon. DENNIS CHAVEZ, 
Chairman of the Committee on Public Works of the United States Senate. 
Hon. CHARLES A. BUCKLEY, 
Chairman of the Commiitee on Public Works of the House of Repre- 
sentatives. 


STATEMENT OF JAcOB K. JAvirs, ATTORNEY GENERAL OF THE STATE OF NEW YORI 
Re 8. 1828, 84th Congress, 2d session 


As attorney general of the State of New York, I submit this memorandum 
in pursuance of my responsibility to prevent spoliation or deprivation of the 
property of the State of New York and to urge the passage of Federal legislation 
which will not vitiate the fundamental laws of the State. 

Section 1001 of the public authorities law of the State of New York declares 
it to be the policy of the State that that part of the Niagara River within the 
boundary of the State is a natural resource of the State; that, in order to provide 
for the most beneficial use thereof, for the creation and development of hydro- 
electric power in the interest of the people of the State and to preserve and 
enhance the scenic beauty of the Niagara Falls, such natural resource, including 
the bed and waters of the river, the power and power sites in, upon or adjacent 
thereto owned or controlled by the people of the State shall always remain 
inalienable, and that ownership, possession and control thereof shall always be 
vested in the people of the State. 

So far as the additional waters of the Niagara River made available for 
power purposes by the 1950 treaty are concerned, the State of New York by 
section 1002 of its public authorities law has given the exclusive right to develop 
hydroelectric power therefrom in the State of New York to a corporate munic- 
ipal instrumentality created by the State known as Power Authority of the 
State of New York. 

By section 1008 of the public authorities law the State has consented to the 
occupation and use by the power authority of any and all property of the State 
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of whatever kind or character in the Niagara River and has delegated to it the 
right to exercise any right or power of the State in connection therewith, whether 
proprietary or sovereign in character which the State itself might exercise. 
However, the ownership of this great natural resource remains vested in the 
people of the State and the power authority is expressly prohibited from waiv- 
ing or surrendering any right or interest of the State therein. 

The present use of the waters of the Niagara River made available for power 
purposes by the 1909 treaty and the notes of 1941 and 1948 is pursuant to not 
only the license of the Federal Power Commission but also revokable grants 
of the State of New York for which it is being paid an equitable rental (Federal 
Power Commission v. Niagara Mohawk Power Corp. (347 U. 8. 239); Niagara 
Falls Power Co. v Water Power & Control Comm, (267 N. Y. 265) ; Niagara Fails 
Power Co. v. Duryea, (185 Mise. 696) ). 

Therefore, it could be my common law and my statutory duty to challenge 
by judicial proceedings any action by anyone under any authority or color of 
authority that purported to limit or divest the rights of the people of the State 
in their natural resource (People v. Vanderbilt (26 N. Y. 287); N. Y. Executive 
Law, sec. 63; N. Y. Civ. Prac. Act, sec. 1217). Indeed, it is possible that the 
courts of the State of New York and of the United States would hold that the 
Attorney General is the only one who could challenge on behalf of the people and 
the State of New York any attempted vitiation of these rights. 


The State owns the bed and waters subject to the navigation rights of the United 
States 

At the outset I wish to point out that the question of the ownership of the bed 
and the waters of the Niagara River by the people of the State of New York 
has been settled in favor of the people not only by the courts of New York but 
also by the United States Supreme Court. (See, Federal Power Commission v. 
Viagara Mohawk Power Corp., (8347 U. S. 239); Niagara Falls Power Co. v. 
Water Power & Control Comm. (267 N. Y. 265); Niagara Falls Power Co. v. 
Duryea, (185 Mise. 696) .) 

The rights of the people of the State of New York in the Niagara River are, 
of course, since it is a navigable river, subject to the paramount right of the 
United States to use or control the flow of the waters of the river for purposes 
of navigation. 

However, since the paramount right of the United States is not here involved 
there is no need to consider at this time the question whether the United States 
or an instrumentality of the United States could assert, with or without com- 
pensation, and solely for power purposes, the dominant right of the United States 
in the Niagara River to the exclusion of the rights therein of the people and the 
State of New York. 


THE ISSUE 


S. 1823, the bill under immediate consideration by the Congress, directs the 
Federal Power Commission to issue a license to the New York Power Authority 
for the construction and operation of the project necessary to develop the waters 
of the Niagara River made available for power purposes by the 1950 treaty. 
But, it is clear that the turning over of those waters to private interests for the 
development of power will be offered to the Congress as an alternative or as a 
reason for rejecting the instant measure. Hence, the issue is presented whether 
such waters should be turned over to private interests for development or 
whether the Power Authority of the State of New York, a nonprofit, self-financing 
public agency required by law to operate its power projects for the bentfit of the 
people of the State of New York and neighboring States, particularly the domestic 
and rural consumers to whom the power can economically be made available, 
should be authorized to develop the waters. 


Congress should not supersede the laws of New York 


At the threshold of this controversy there is the question whether the Con- 
cress should, even if it had the power, supersede the laws of the State of New 
York relating to its property and relating to the powers of private corporations 
doing business therein. 

In view of the judicial determinations I have mentioned, and numerous others 
of similar import, the licensing directly or indirectly by Congress of a private 
utility corporation to develop the additional waters of the Niagara River made 
available for power purposes by the 1950 treaty would unquestionably circum- 
scribe if not vitiate the rights therein of the people of the State of New York. 
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In view of the provisions of the New York public authorities law to which 
I have called your attention, the granting to a private utility corporation of a 
Federal license to use for private profit the additional waters of the Niagara 
River, made available for power purposes by the 1950 treaty, would infringe 
the rights of the State to determine the powers and purposes of private corpora- 
tions that may do business therein. Such a license would vest in such corporation 
corporate rights, privileges and franchises that could not be granted to it or 
exercised by it under the existing laws of the State of New York. After the 1950 
treaty made such waters of the Niagara River available for power purposes, those 
waters were specifically declared by statute to be part of the inalienable natural 
resources of the State of New York. Consequently, no private utility corporation 
could be created under the laws of the State of New York and no private utility 
corporation created under the laws of any other state could be authorized 
to do business in New York for the purpose of using such waters of the Niagara 
River for the development of hydroelectric power for private profit. Such use of 
those waters of the Niagara River would be contrary to the policy of the State. 


The policy of the State of New York 

The New York public authorities law, in addition to declaring that the bed 
and the waters of the Niagara River constitute a natural resource of the State 
for the creation and development of hydroelectric power in the interest of the 
people of the State and vesting in the power authority as an instrumentality of 
the State the exclusive right to develop hydroelectric power from the waters 
made available by the 1950 treaty, defines the policy of the State with respect 
to the development, distribution and transmission of the power generated, as 
follows: 

“The authority is authorized and directed: 

“To cooperate with the appropriate agencies and officials of the United States 
Government to the end that any project undertaken under the authority of this 
title shall be consistent with and in aid of the plans of the United States for 
the improvement of commerce and navigation along the Niagara * * *, 

x me Me Ke * * 


“To apply to the appropriate agencies and officials of the United States Govern- 
ment * * * including the Federal Power Commission and the International 
Joint Commission, for such licenses, permits, or approval of its plans or projects 
as it may deem necessary or advisable, and in its discretion, and upon such 
terms and conditions as it may deem appropriate, to accept such licenses, per- 
mits, or approvals * * *. 

* * * * * * . 


“To develop, maintain, manage, and operate those parts of the projects owned 
or controiled by it in such manner as to give effect to the policy hereby declared 
(and all plans and acts, and all contracts for the use, sale, transmission, and 
distribution of the power generated, by the said projects, shall be made in the 
light of, consistent with and subject to this policy), namely, that the projects 
shall be in all respects for the aid, improvement, and benefit of commerce and 
navigation in, through, along and past the Niagara River, the St. Lawrence 
River and the International Rapids section thereof, and that in the develop- 
ment of hydroelectric power therefrom such projects shall be considered pri- 
marily as for the benefit of the people of the State as a whole and particularly 
the domestic and rural consumers to whom the power can economically be made 
available, and accordingly that sale to and use by industry shall be a secondary 
purpose, to be utilized principally to secure a sufficiently high-load factor and 
revenue returns to permit domestic and rural use at the lowest possible rates 
and in such manner as to encourage increased domestic and rural use of elec- 
tricity. In furtherance of this policy and to secure a wider distribution of such 
power and use of the greatest value to the general public of the State, the 
authority shall in addition to other methods which it may find advantageous 
make provision so that municipalities and other political subdivisions of the 
State now or hereafter authorized by law to engage in the distribution of elec- 
tric power may secure a reasonable share of the power generated by such proj- 
ects, and shall sell the same or cause the same to be sold to such municipalities 
and political subdivisions at prices representing cost of generation, plus capital 
and operating charges, plus a fair cost of transmission, all as determined by 
the trustees, and subject to conditions which shall assure the resale of such 
power to domestic and rural consumers at the lowest possible price, provided, 
however, that in disposing of hydroelectric power pursuant to and in further- 


a 





ich 


Aru 
nee 
ra- 
ion 
or 
950 
ose 
iral 
ion 
lity 
Zed 
ara 
S ot 
ate. 


bed 
tate 
the 
y of 
ters 
pect 


as 


ates 
this 
for 


ern- 
onal 
ects 
such 
per- 


yned 
ared 
and 
the 
jects 
and 
ence 
plop- 
pri- 
arly 
nade 
dary 
and 
‘cates 
elec- 
such 
the 
eous 
' the 
elec- 
proj- 
ities 
pital 
d by 
such 
ided, 
ther- 


DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 51 


ance of the aforementioned policy and purposes, appropriate provision may also 
be made to allocate a reasonable share of project power to agencies created or 
designated by other States * * *. 

“To negotiate in the manner hereinafter provided a contract or contracts for 
the sale, transmission, and distribution of power generated by any project au- 
thorized by this title which by the terms thereof will provide: 

a aK * ak * we cm 


“That the rates, services, and practices of the purchasing, transmitting, and/or 
distributing public agencies or companies in respect to the power generated by 
such projects shall be governed by the provisions and principles established in 
the contract, and not by regulations of the public service commission or by 
general principles of public service law regulating rates, services, and practices. 

%* * * * te + 


“To proceed with the physical construction of any project authorized by this 
title, including the erection of the necessary dams, powerhouses, and other facili- 
ties, instrumentalities, and things necessary or convenient to that end, and in- 
cluding also the erection of such transmission lines as may be necessary to con- 
duct electricity to industrial users located at or near the site; and including 
also the acquisition, by contract only with the owners thereof, of transmission 
lines or the use of such transmission lines, available or which may be made 
available, to conduct electricity to such point or points at which the electricity 
is sold by the authority to any person, corporation, or association, public or 
private, engaged in the business of distribution and sale of electricity to ulti- 
mate consumers, or if the authority is unable to so acquire by contract the owner- 
ship or use of such transmission lines, including also the erection by the author- 
ity of transmission lines necessary for such purposes; and thereafter to main- 
tain and operate the project in accordance with the provisions and policy of this 
title. * * * 

“* * * to borrow money and secure the same by bonds or liens upon revenue 
from any property or contracts held or to be held by it, to sell water or electric 
power, and generally to do any and everything necessary or convenient to carry 
out the purposes of this title, provided that the authority shall have no power at 
any time to pledge the credit of the State nor shall any of its obligations or 
securities be deemed to be obligations of the State * * *.” 

This policy of the State of New York was settled upon 25 years ago after 
years of discussion and study in connection with the waters of the St. Lawrence 
River. The Niagara River was not included in this policy at the time it was 
adopted because there were then no waters available therefrom for power 
purposes because the 1909 treaty limited the waters that could be diverted for 
such purposes and the amount so limited had already been licensed by the 
Federal Power Commision. As I said before, as soon as the 1950 treaty made 
additional waters of the Niagara River available for power purposes, this 
policy of the State of New York was extended by statute (L. 1951, ch. 146) 
to such waters. Since this policy has so long been the accepted policy of the 
State, I see no need to recount the conditions that prompted its promulgation. 
You will note, however, that the manifest purpose of this policy in relation to 
the Niagara River is to preserve to the people the energy and the beauty of the 
Niagara Falls. 

The reserve power of the State and the Federal Power Act 


This policy of the State of New York was enacted into law pursuant to the 
“reserve power” of the State over those subjects which remained under the 
jurisdiction of the State and were not delegated by the Constitution of the 
United States. (See, Niagara Falls P. Co. v. Water P. & C. Comm., supra; 
Niagara Falls Power Co. v. Duryca, supra.) The Constitution of the United 
States assures what has been called “a dual system of control” over navigable 
rivers. (First Towa Corp. v. Power Comm’n, 328 U. 8. 152. 167.) And, in this 
connection, I wish to direct your attention to the fact that in enacting the 
Federal Water Power Act, now the Federal Power Act, it was the wisdom of 
Congress that in the granting of licenses under section 4-e thereof, the duality 
of control of the waters of navigable rivers by the several States and by the 
United States should be continued. Congress did this by providing in sub- 
division b of section 9 of that act that each applicant for a license for power 
project works must submit to the Federal Power Commision— 

“Satisfactory evidence that the applicant has complied with the requirements 
of the laws of the State or States within which the proposed project is to be 








52 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


located with respect to beds and banks and to the appropriation, diversion and 
use of water for power purposes and with respect to the right to engage in the 
busines of developing, transmitting and distributing power, and in any other 
business necessary to effect the purposes of a license.” 

While under the decision of the United States Supreme Court in the case of 
First Iowa Hydroelectric Cooperative v. Federal Power Commission (328 U. S. 
152) this duality of control does not give the several States the power of veto- 
ing a Federal project, the Supreme Court expressly held in Federal Power 
Commission v. Niagara Mohawk Power Corp. (347 U. 8. 239, 350-251) that 
the Federal Power Act cannot be interpreted as abolishing “any existing pro- 
prietary rights to use waters of the Niagara River.” 

Speaking of the Federal Power Act, the United States Supreme Court said 
in the First Iowa case and again in the Niagara Mohawk case that it— 
“discloses both the vigorous determination of Congress to make progress with 
the development of the long idle power resources of the Nation and a determi- 
nation to avoid unconstitutional invasion of the jurisdiction of the States, * * * 

“This act leaves to the States their traditional jurisdiction subject to the 
admittedly superior right of the Federal Government, through Congress, to 
regulate interstate and foreign commerce.” 

The legislative history of the Federal Power Act establishes that Congress 
at the time of its enactment was, and now I am quoting Congressman William 
LaFollette of Washington, “earnestly trying not to infringe the rights of States.” 
The Senate Committee on Commerce said that the Federal Power Act was 
framed so as to protect and maintain “the soverignty of the States and the 
rights of riparian proprietors over and in the beds and waters of those streams 
and allow the full exercise and enjoyment of the latter, subject to the para- 
mount authority of Congress to regulate the same for navigation purposes.” 

In addition, Congress in enacting the Federal Power Act provided that appli- 
cations for licenses thereunder by States and municipalities should be given a 
preference provided that the plans were “equally well adapted’—thus, again 
recognizing the legitimate and dual interest of the States in navigable waters. 

I urge this Congress to consider the time-tested wisdom of the Congress that 
enacted the Federal Power Act which, incidentally, has never required any sub- 
stantial amendment in the 35 years since its enactment, and to reject any and 
every proposal that would turn over to private utility companies for private 
profit the great natural resource of the State of New York in the Niagara River. 


The Federal Power Act should be made applicable to the iraters of the Niagara 
River made available for power purposes by the 1950 treaty 


The sole reason that this matter is now before Congress; the sole reason why 
6 years have elapsed since the waters were made available for power purposes 
and nothing has been done, except by Canada, to turn the great additional energy 
of the Niagara River and Falls into much needed electric power; the sole reason 
why the State of New York has not developed its natural resource in accordance 
with its established policy, is that, despite an admitted awareness of its domestic 
nature, the Senate attached to its consent to ratification of the treaty a reserva- 
tion which purported to render the Federal Power Act inapplicable to the waters 
made available for power purposes by the treaty. I shall discuss the legal 
question that has been raised as to the validity of this reservation later. 

I refer to that reservation at this point first because irrespective of its validity 
or invalidity there is no question that Congress has the power to enact legislation 
to regulate the use by the State of New York of the waters of the Niagara River: 
and second because it seems to me that the first and principal provision in any 
such legislation should remove any doubt that the Federal Power Act, as 
amended, applies to the waters of the Niagara River. 

The Federal Power Act has been tested by time and experience, and there 
is no reason why it should apply to all the navigable water of the United States 
except the Niagara River. Nor is there any seeming reason why the natural re- 
source of the State of New York in the Niagara River should be treated any 
differently than the natural resource of the State of New York in the St. Law- 
rence River. The legitimate interest of the United States in the Niagara River 
would be fully protected by the Federal Power Act. This has been demonstrated 
by the licensing by the Federal Power Commission of the project works on the 
St. Lawrence River. 

I think it is of the utmost significance that no one during the years of contro- 
versy over the waters of the Niagara has ever suggested that the United States 
should repudiate the policy of the Federal Power Act and adopt a new and 
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different one. In short, there is neither a suggestion nor an occasion for general 
new adventures in this complicated and controversial subject. 

The enactment by Congress of legislation removing any doubt as to the applica- 
bility of the Federal Power Act to the waters of the Niagara River would mean 
that the Power Authority of the State of New York could apply to the Federal 
Power Commission for a license for the project works that it is required by State 
law to construct and operate. And, since no one has denied that the power 
authority’s physical plan for the development of the Niagara is at least equally 
well adapted as any other, it would mean that the Federal Power Commission 
would be required to give the power authority such a license. 

Section 2 (b) of S. 1823, 84th Congress, 2d session, should be amended 

I respectfully submit for your consideration certain amendments to section 
2 (b) of S. 1823, S4th Congress, 2d session, designed to more nearly aline this 
bill with the legislative enactments of the State of New York on the subject. 
Such amendments may be effectuated by substituting for paragraphs (1) to (4) 
inclusive of 8S. 1823 (p. 2, line 16, to p. 4, line 14, inclusive) the following: 

(1) The licensee shall make a reasonable portion of the power output available, 
giving full consideration to the policy to benefit particularly the domestic and 
rural consumers to whom the power can economically be made available, to 
municipalities, to other political subdivisions of the State of New York, to organ- 
izations not organized or administered for profit but primarily for the purpose 
of supplying electric energy to their members as nearly as possible at cost, and 
to defense agencies of the United States now or hereafter authorized by law to 
engage in the distribution of electrical energy within the economic market area. 

(2) The licensee shall make a reasonable portion of the power output available 
for use by industry in order to secure a sufficiently high load factor and revenue 
returns to permit domestic and rural use at the lowest possible rates so as to 
encourage increased use by such consumers and in order to aid in the economic 
development of areas of the State of New York now underdeveloped to which the 
power output can economically be made available. 

“(3) Contracts for the sale of the power output shall be made in the light of, 
consistent with, and subject to the policy of the State of New York that the bene- 
fits to be derived from the hydroelectric power developed from the waters of the 
Niagara River are to be considered primarily for the people of the State as a 
whole to whom the power can economically be made available, particularly domes- 
tic and rural consumers, and that such power shalls be equitably allocated to 
private and public distributors of electrical energy within the economic market 
area: Provided, That agreements can be made with such distributors by which 
the economic benefits from the generation of the power will be passed on to the 
ultimate consumers. 

**(4) Contracts for the sale of power output to utility companies organized 
and administered for profit shall contain suitable provisions for the withdrawal 
upon reasonable notice and fair terms of enough power from time to time so 
that municipalities, other political subdivisions of the State, nonprofit organiza- 
tions, and defense agencies of the United States now or hereafter authorized 
by law to engage in the distribution of electrical energy within the economic 
market area may secure a reasonable share of the power output as provided 
in paragraph (1) above. 

“(5) The licensee is authorized and directed to acquire, by contract with the 
owners thereof, transmission lines or the use of transmission lines available or 
which may be made available to conduct electricity to such point or points at 
which the electricity is sold by the licensee to any person, corporation, or associa- 
tion, public or private, engaged in the business of distribution and sale of elec- 
tricity to ultimate consumers, or, if proper contracts for such purposes cannot be 
made in accordance with the policy set forth in paragraphs (1) to (38), inclusive, 
and paragraph (6) hereof, to erect transmission lines necessary for such pur- 
poses: Provided, That due consideration is given by the licensee to the policy of 
the State of New York that the erection of parallel transmission lines is not 
favored. 

“(6) The licensee shall make a reasonable portion of the power output available 
for use within the economic market area in neighboring States, and shall coop- 
erate with agencies in such States to insure compliance with this requirement. 
In the event of disagreement between the licensee and the power-marketing agen- 
cies in any of the States within the economic market area, the Federal Power 
Commission may determine the applicable portion of the power output to be 
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made availeble and the terms applicable thereto, If any State shall have desig- 
nated a bargaining agency for the procurement of such power output on behalf 
of such State, the licensee shall cooperate and deal only with such agency in that 
State.”’ 

Paragraph (1) of section 2 (b) of S. 1823, as presently worded, gives not only 
“equal preference” for the purchase of power to counties, municipalities, instru- 
mentalities of the State of New York, cooperatives, and defense agencies of the 
United States, but it gives them absolute preference in the purchase of power, 
and this irrespective of their locations. Such a condition, in that it would re- 
quire allocations of power to consumers to whom the power might not be 
capable of being made available economically, would pose the problem whether 
the power authority could, without amendment of the New York statute, accept 
a license that was issued subject to such a condition. It should be noted that 
the amount of power utilized by such purchasers in the State of New York is 
now quite small, while the State is highly electrified. 

Paragraph (3) of section 2 (b), as presently worded, would require the power 
authority to make a reasonable portion of the project power available for use 
“within economic transmission distance in neighboring States.” The quoted 
phrase is open to the construction that the authority would have to transmit 
power beyond the area in which it would be of greatest use; that is, beyond the 
economic market area. In this connection, I call your attention to the condition 
contained in article 28 of the license issued to the power authority by the Federal 
Power Commission for the St. Lawrence project works. That article reads: 

“The licensee shall make a reasonable portion of the power capacity and a 
reasonable portion of the power output available for use within the economic 
market area in neighboring States, and shall cooperate with agencies in such 
States to insure compliance with this requirement. In the event of disagreement 
between the licensee and the power-marketing agencies (public and private) in 
any of the other States within the economic market area, the licensee further 
agrees that the Commission may determine and fix the applicable portion of 
power capacity and power output to be made available hereunder and the terms 
applicable thereto: Provided, That if any State shall have designated a bargain- 
ing agency for the procurement of such power capacity and power output on 
behalf of such State, the licensee shall cooperate and deal only with such agency 
in that State.” [Italic added.] 

I believe that the legislation should contain the same condition to accord 
more closely with the statutory policy of the State of New York. 

Validity of 1950 treaty reservation 

I know that there has been considerable discussion about the constitutionality 
of the reservation attached by the Senate to its consent to ratification of the 
1950 treaty. It is my considered judgment that a test of this issue in the 
courts, or raising the issue before the Congress, will not be conducive at this 
time to the prompt settlement of the issue, which is to the greatest interests of the 
people of the State of New York and of the United States. I believe that our 
people have a right to rely upon the public spirit and respect for our Federal 
type of governmental organization of the Congress, and to look forward with 
confidence to the determination of this great public question in that spirit. I 
have sought here to outline the basis in law which has made for the traditional 
policy of the State of New York. I have every faith, as a public official and for- 
mer Member of Congress, that this will be the basis for the judgment of the 
Congress. 

CONCLUSION 


I respectfully request the Congress to enact, at this session, legislation con- 
taining the provisions I have suggested, and thereby to permit fulfillment of the 
purpose of the 1950 treaty: viz, the avoidance of “a continuing waste of a great 
natural resource” and development for the benefit of the people of the United 
States of the additional waters of the Niagara River thereby made available for 
power purposes, and achievement of the policy of the State of New York; viz, 
the use of its inalienable natural resource by the development of hydroelectric 
power therefrom primarily for the benefit of the people of the State and neigh- 
boring States, “particularly the domestic and rural consumers to whom the 
power can economically be made available.” 

J. K. JAVITs, 
Attorney General of the State of New York. 
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Senator Neusercer. I am not challenging the examples you give 
Before you leave the stand I respectfully summon your assistance 
with the administration because in the last election in the Pacific 
Northwest, almost without exception, every single candidate that 
favored Federal development of the high dam at Hells Canyon was 
elected, and 4 or 5 sitting Congressmen who favored 3 private low 
dams were defeated, and there were overwhelming victories by those 
in favor of the high dams. I respectfully summon your assistance 
to apply the same ‘yardstick to us and to use your influence with the 
administration to relinquish its opposition to the high dam at Hells 
Canyon because of the manifestation in the Northwest. 

Mr. Miter. That substantiates my point. You were reelected on 
those points because apparently they are good for Oregon. Alli I 
am saying is that this approach, as proven by the expressions of the 
people of New York, is what the people of the State of New York 
want. 

I hope that you would see fit to pass legislation that best coincides 
with the desires and wishes of the people of New York, because the 
main point is, Senator, that we are so badly in need of this power, 
and I simply am afraid that if a Federal preference clause is in- 
corporated it would only mean that the New York State Power 
Authority wouldn’t even go before the Federal Power Commission 
for a license. 

Senator Nrecesercer. Thank you very much. 

Before Senator Kuchel leaves, I would like to mention for his in- 
formation the schedule of the committee. 

Senator Kerr, the chairman of the subcommittee, has just phoned 
me from the Finance Committee, where he has been delayed most of 
the morning. He asked me to express his very great apologies but 
he said the Finance Committee is considering some major issues and 
he just had to be away. He suggested that the subcommittee go this 
noon until 12:30, and that we then stand in recess until 10 o’clock 
tomorrow morning. 

He regrets that very much, but the Senate is going to vote this 
afternoon on some rather important agricultural legislation and he 
didn’t feel that the subcommittee should resume. 

I wanted to state his wishes for Senator Kuchel before he left the 
hearing room. 

Congressman Miller’s prepared statement may go into the record at 
this point. 

(The prepared text of William E. Miller, Member of Congress, 
40th District, New York, follows:) 


Since I have testified in this matter in the 82d, 83d, and S4th Congresses, the 
committee is undoubtedly aware that the site of the proposed Niagara River 
project is in my district. During the past 6 years, in each of those Congresses, 
you are undoubtedly also aware that I have sponsored legislation to secure 
congressional authorization for the construction of the project by taxpaying 
business enterprise. 

In sponsoring such legislation I have carried out the wishes of my constitu- 
ents who elected and reelected me to each of these Congresses by increasing 
majorities on the issue of whether the project should be constructed by govern- 
ment, Federal or State, or by business enterprise. The records of hearings 
over the years demonstrate also that the desires of my constituents coincided 
with those of the overwhelming majority of all of the people in western New 
York; and it should be clear to everyone now that they are the people who 
are most directly and primarily concerned with the Niagara project. 
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Over the years the records of these hearings have been filled with wild state- 
ments of public power sponsors as to the geographic extent of the benefits of 
the Niagara project. Power from Niagara was to reduce rates in New York 
City, New England, and in extensive areas reaching throughout all of Ohio 
and Pennsylvania. However, experience since realized in the marketing of 
power from the St. Lawrence project establishes beyond doubt that these claims 
were inspired by politics and philosophies rather than by reason. St. Lawrence 
power is not to be distributed anywhere near New York City, nor in any of 
the New England States except Vermont which is only 75 miles away and 
where the wholesale power rate is 13 mills. The Niagara project is, of course, 
substantially farther away from New York City and from New England than 
the St. Lawrence project. : 

In connection with both projects, the power authority’s engineering studies, 
as well as its experience in marketing St. Lawrence power, indicate that the 
power may not be marketed feasibly beyond a radius of 150 miles from the 
project site, and the power authority has correctly stated, and I quote: “Western 
New York State will form the principal market area for power from the Niagara 
redevelopment.” 

Accordingly, there can no longer be any question as to the identity of the 
people most concerned here. They are the people of my district and the other 
districts in western New York who will be by far the largest consumers of 
Niagara power. 

These are the people who through three Congresses have urged me to sponsor 
with all possible vigor legislation which would authorize private enterprise to 
construct the Niagara project. However, throughout these 6 years only legisla- 
tive stalemate has resulted, while Canada has continued to use our share of 
the water and highly valuable, undeveloped kilowatt-hours have continued to 
be wasted. 

This was the situation until last June when the people in my district and in 
western New York met with calamity through the substantial destruction, by 
a rockslide, of Niagara-Mohawk Power Corp.’s historic Schoellkopf hydro- 
electric powerplant on the Niagara River. The repercussions from that disaster 
impelled my constituents and me to reappraise the situation. 

For several decades, this plant, the largest investor-owned hydroelectric plant 
in America, had heen supplying very low cost power to huge industrial concen- 
trations on the Niagara frontier. These industries are engaged for the most 
part in electrochemical and electrometallurgical operations, employing 35,000 
people and comprising the heart of the area’s economy. 

Although substitute power from sources in western New York, and, on a 
limited 3-year basis, in Canada, became available immediately following the 
disaster, the cost has necessarily been substantially greater. Alternative rates 
for industrial power went into effect immediately, increasing the cost, I am 
informed, by some 40 percent, on the average. Further, it is claimed that even 
then all of the cost of the substitute power supply is not being recovered, and 
additional rate increases are being requested to offset all of the higher costs. 

A further complication rests in the fact that the output of the destroyed sec- 
tions of the Schoellkopf plant was exclusively 25-cycle power to which electric 
furnaces, motors and other equipment of these industries were adapted. 

Since the availability of 25-cycle power is now limited not only as to quantity 
but as to times industry is faced with the inevitability of converting its 25-cycle 
equipment. I am advised that the aggregate cost may range from S20 million to 
$30 million. 

Under these circumstances, industrialists on the Niagara Frontier have 
threatened to curtail or abandon their operations unless lower cost power is 
made available to them soon. They have talked of making a “ghost town” 
of the Niagara frontier. In the face of these threats, with thousands upon 
thousands of jobs at stake, public demand for construction of the Niagara 
project by taxpaying business enterprise has changed to a demand that con- 
struction be commenced promptly. In the face of economic hardship, the ques- 
tion whether the Congress should authorize construction by the power authority 
of the State or by private enterprise has become a secondary consideration. 

As a result of the emergency situation which I have only briefly summarized, 
it became clear to me that the public interest now demands immediate, con 
structive action—not continuance of the 6-year legislative stalemate. Yet 
experience teaches that such continued stalemate would be the most probable 
result of insistence upon private enterprise legislation, and, as I will demon- 
strate in a moment, of insistence upon the imposition of the Federal preference 
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policy on this State-constructed project as proposed in the Clark bill. And 
Canada in the meantime would continue to have the use of our share of the 
Niagara River waters and its power potential as permitted by the provisions of 
the treaty, which 7 years ago made new developments possible on each side 
of the river. 

For these reasons, concurrently with the introduction by both New York 
Senators, Senator Ives and Senator Javits, of S. 10837 before the committee, I 
introduced H. R. 4294, an identical companion bill. I did so with the concur- 
rence not only of my constituents, but of the great majority of the New York 
delegation in the House. 

It appears certain that the committee has heard and will hear a great deal 
about the provisions of this bill from its senatorial sponsors, Senators Ives 
and Javits. I desire, therefore, to confine my further statement concerning 
it to the two aspects of the bill which differ from Senator Clark’s bill. 

First, I should like the record to explain clearly the provisions of section 3 
(ce) of the bill concerning the surrender of the existing license for power de- 
velopment at Niagara Falls and the sale to the licensee of power from the new 
project. 

Second, I should like to demonstrate the complete inappropriateness here of 
the Federal type of preference in the distribution of Niagara power, as pro- 
posed in Senator Clark’s bill—S. 512. 

Niagara-Mohawk Power Corp. holds the first license to develop hydroelectric 
power issued under the Federal Power Act. It was issued in 1921 for a 50- 
year period. At its expiration, the licensee may be permitted to continue to 
operate the licensed project or it may be taken over by the Federal Government. 
The license Niagara-Mohawk, has been entitled to use for power development 
at least until 1971, 19,725 cubic feet per second of Niagara River water and a 
further 12,775 cubie feet per second until further order of the Federal Power 
Commission. Of this total of 32,500 cubic feet per second, Niagara-Mohawk de- 
veloped at the Schoellkopf plant prior to the rockslide approximately 23,700 
cubic feet per second. With this quantity of water, at the plant's effective head 
of 215 feet, 365,000 kilowatts were produced. The balance of the water approx- 
imating 8,800 cubie feet per second was and is developed in the Adams plant 
where the effective head is about 135 feet and some 80,000 kilowatts are pro- 
duced. Accordingly, Niagara-Mohawk has developed a total of 445,000 kilowatts 
in its licensed project. 

The site of the new project, farther down the river, will have an effective 
head almost 100 feet greater than the head developed at the Schoellkopf plant. 
All the engineers agree that 32,500 cubic feet per second of water at the new 
site will develop approximately 750,000 kilowatts as compared with the 445,000 
kilowatts formerly produced at the licensed project. Therefore, in section 3 
(ec) of S. 1037, provision is made for the present licensee to consent to the sur- 
render of its existing license upon the completion of the new project, upon terms 
to be approved by the Federal Power Commission. 

Thereupon, the new licensee, the State power authority, with the approval of 
the Governor of New York, would sell to the old licensee the equivalent amount 
of power heretofore produced by it, namely, 445,000 kilowatts, for the same 
general purpose for which power from the project was previously utilized and to 
restore as nearly as possible low power costs. 

Prior to the Schoellkopf disaster it had been contemplated in all proposed 
legislation that the Schoellkopf plant would continue to operate as before, and 
the new project would not develop at the most efficient head any of the water 
under existing license. Implicitly, it was therefore further contemplated that 
the Schoellkopf plant would continue in operation beyond the 1971 expiration 
date. However, under the provisions of section 3 (c), the State power au- 
thority, will be enabled promptly to develop most efficiently, at the highest pos- 
sible head, all of the water of the Niagara River available for power purposes. 

I trust that the committee will agree that under the circumstances here pre- 
sented, section 3 (c) of S. 1037 constitutes a practical, reasonable, and equitable 
resolution of a complex problem. 

On the other hand, 8. 512 completely ignores this problem and therefore fails 
to carry out the long-established policy of the Congress as expressed in the 
Federal Power Act, that projects to be licensed shall be best adapted to a com- 
prehensive plan for the improvement and utilization of waterpower development. 

The remaining substantial difference between the Ives-Javits bill and the Clark 
bill is inspired by the desires of public power sponsors to extend the Federal 
preference policy for the very first time to the marketing of power from a non- 
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Federal project. There are serious questions, both legal and economical. in- 
volved in this first attempt to impose upon the people of the State of New York 
a Federal preference policy. Here in New York we have a fully developed area, 
the leading industrial State in the Nation, and the second largest dairying State. 
Every farm is electrified, the industrial rates are among the very lowest in the 
country, including those in the TVA area. The residential and farm rates are 
below the national average. There is no popular demand or need for the appli- 
cation of the so-called yardstick. 

The law of the State of New York has enabled municipalities to go into the 
business of distributing electricity since 1934. Yet within the market area of 
this project there are only 26 municipal systems serving only 55,000 people. 
There are only 2 REA co-ops serving 1,700 people. As a matter of fact, on 
February 1, 1957, the people of he city of Dunkirk by referendum voted to sel! 
their municipal powerplant to the Niagara-Mohawk Power Corp., and on June 
19, 1956, the people of Ogdensburg, N. Y., by referendum elected not to condemn 
and take over Niagara-Mohawk power system in that city but voted to continue 
to be served by the utility. 

In the entire State of New York, the power consumed by customers of muni- 
cipally owned plants amounts to only about 2 percent of the power consumed 
in the State. In all of the State of New York, there are only 5 REA co-ops with 
an aggregate demand of 4,600 kilowatts serving 0.1 percent of the people of 
the State and using less than one-twentieth of 1 percent of the power. More- 
over, in New York, rate and other regulation are the strictest in the Nation. 
Rates are fixed on a bare cost-of-service basis and rates of return are very 
closely policed and appropriately limited. 

When the New York Power Authority was an applicant before the Federal 
Power Commission for a license to develop the St. Lawrence project, certain 
public power advocates appeared before the Commission and asked that there 
be included in the license an absolute preference for municipalities and rural 
cooperatives similar to those presently contained in the Clark bill. 

The Commission found and I quote: “The provision for rural and domestic 
consumers carried in the New York State law under which the power authority 
must distribute power is equitable and in the public interest and does not 
appear that the Federal Power Act authorizes imposition of a preference ciause 
similar to that imposed in the sale of power from some Federal powerplants.” 

It must be remembered that it is proposed to integrate the power developed 
at Niagara with the power presently being developed in the St. Lawrence River 
by the New York Power Authority, and what a chaos and confusion it would be 
if the St. Lawrence power were not subject to a Federal preference provision 
and such a provision controlled the power developed at Niagara. 

It is estimated that this project will cost $600 million and it must be wholly 
financed by the State Power Authority, by the sale of bonds in the public 
market, not backed in any way by State credit. In connection with the Fed- 
eral preference provision as incorporated in the Clark bill, the present chair- 
man of the New York State Power Authority, Mr. Robert Moses, said on March 
13, 1954, and I quote: “This bill (referring to the Lehman bill introduced in 
the 83d Congress) provides for a license to the New York State Power Authority 
but with conditions and provisions not incorporated in the State law and never 
approved by our State legislature. Such legislation by Congress would repre 
sent an unwarranted interference by the Federal Government in the State 
affairs.” 

And on March 27, 1954, he said and I quote: “The existing State law cov- 
ering our authority gives no preference in service to public powerplants. We 
must operate under this law and we do not and cannot prefer municipal as 
against private utility operation, nor can we as a practical matter sell our 
bonds on any such theory. 

And he further stated on April 23, 1954: “95 percent of New York consumers 
are at present served with publicly owned facilities. This assures benefits for 
the majority of consumers no matter by whom served * * *.” 

The great tragedy of this situation is that this additional water was author- 
ized to be diverted for public purposes by a treaty with Canada in 1950 which 
contained a reservation upon ratification by the Senate that it should not be 
developed until the Congress had determined by what agency. 

We have had almost 7 years of debate but not power, and while it was an 
economic catastrophe that our State and our country lost the contribution 
which might have been made durnig these past years to the total strength of 
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our Nation by this inaction, all to the benefit of Canada which has now and is, 
pursuant to the terms of the treaty, using the American share of the water. 

It would now be a national tragedy to pass a bill which would in effect lead 
to only further litigation, inaction and stalemate because the legislation con- 
tained provisions inconsistent with the laws of the State of New York and terms 
which would make it legally impossible for the State Power Authority to accept 
the license. 

When former Gov. Thomas E. Dewey testified before this committee con- 
eerning this problem on Thursday, July 23, 1953, he had this to say concern- 
ing a Federal preference provision, as reported on page 380 of the Senate 
hearings, and I quote: “Preference is a matter—as we all know, preference 
means whoever will set up a municipally owned plant or as a cooperative 
gets a preference on the use of the public power and then you have to build 
a line to deliver it to them—that has certainly helped in the development of 
inany areas in the western part of the United States particularly. It is en- 
tirely inapplicable in New York, because we are fairly fully developed and 
we have adequate transmission lines to every corner in the State and every 
spot in the State. We are almost completely electrified rurally * * *.” 

The New York State Power Authority Act (Pub. Auth. law, par. 1005, subdiv. 
5) declares that the Power Authority “shall, in addition to other methods which 
it may find advantageous, make provision so that municipalities and other 
political subdivisions of the State * * * may secure a reasonable share of 
the power generated by such project.” 

The former Attorney General of the State of New York and the present dis- 
tinguished junior Senator from the State of New York, the Honorable Jacob K. 
Javits, had this to say about the New York law and the preference provision of 
the former Lehman bill and the present Clark bill on July 9, 1956, and I quote: 
“This preference policy of the State of New York was deliberately formulated so 
as to give the benefits of project power to all the people to whom it could be 
economically made available (1) because 95 percent of the consumers in the 
State are served by private distributing systems and there has been no marked 
dissatisfaction with the service such distributing systems have provided, and 
(2) because the benefits of low-cost production of power can be entirely lost in 
high cost transmission of power. 

“H. R. 11477 (referring to the bill introduced by Congressman Buckley in the 
House of Representatives in the 84th Congress which is identical with the bill 
presently introduced in the Senate by Senator Clark of Pennsylvania) would 
direct the Federal Power Commission to include in the license issued to the Power 
Authority the condition that municipalities and rural cooperatives, irrespective 
of their locations, be given an absolute preference in the purchase of project 
power, and the condition that contracts for the sale of project power to private 
distributors contain a provision for withdrawal of power to meet the future 
requests of such preferred customers. The bill is, in this respect, in my view 
not consonant with the policy or the laws of the State of New York. It prefers 
the very few in the State to the many, and in so doing is contrary to the interests 
of he great majority of farmers who are served by private utilities. There are 
only 5 cooperatives serving a small number of rural consumers in this State 
and there are only 24 villages and other small municipalities in this State that 
have their own distributing system. It ignores the economic factor in trans- 
mitting power. It renders uncertain the marketability of project power and the 
financing of project construction. It seeks to force people who may not want 
them into municipal ownership or cooperatives. And, it fails to meet adequately 
the situation created by the loss of the Schoellkopf plant. 

“Finally, under the present preference provision of H. R. 11477 (referring to 
the bill introduced by Congressman Buckley in the House of Representatives in 
the 84th Congress which is identical with the bill presently introduced in the 
Senate by Senator Clark of Pennsylvania), the Power Authority would not only 
have to make a reasonable portion of the project power available in neighboring 
States—which is entirely consonant with the New York law—but would also, in 
the allocation of such power, have to give absolute preferences to municipalities 
and rural cooperatives irrespective of their locations in those States and not- 
withstanding anything to the contrary in the laws of those States.” 

My entire record in the House of Representatives for the past 7 years will prove 
that I believe fully in the proposition of States’ rights, and I am predicating my 
argument for the support of the Ives-Javits bill, 8S. 1037, entirely upon that basis. 
This project is to be built in the State of New York by funds raised and spent 
wholly by an agency of the State of New York and for and upon a proposition 
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that affects primarily only the residents of the State of New York. I ask you 
only to treat us in New York in the way you would legislatively have me act in 
connection with matters affecting primarily the people within the States you 
represent. 

On June 23, 1954, when I was present on the floor of the House of Repre- 
sentatives, the bill, 8. 119, of the 83d Congress, was passed by the House of 
Representatives providing for the construction by the Grand River Dam 
Authority of the State of Oklahoma of what is known as the Markham Ferry 
project, providing a total capacity of 72,000 kilowatts of power. As the two 
distinguished gentlemen from the State of Oklahoma in the House of Repre- 
sentatives, Mr. Thomas Steed and Mr. Ed Edmondson, can testify, I aided in the 
passage of that bill by a voice vote. A rollcall was not requested and no objec- 
tion was registered to that bill. The Grand River Dam Authority is a creation 
of the State of Oklahoma just as the New York State Power Authority is 2 
creation of the State of New York. The Federal preference clause is not men- 
tioned in the Markham Ferry legislation nor was the clause made a condition 
of the Federal Power Commission license issued September 12, 1956, to the 
Grand River Authority. 

A bill supported by both Republicans and Democrats, was appreved by both 
House and Senate and signed into law on July 7, 1954, author'zing Public 
Utility District No. 2 of Grant County, Washington State, a State agency to 
construct a $364 million Priest Rapids Dam on the Columbia River and this 
project is now actually under construction. Written into this law was a pro- 
vision that the power be made available to other States within economic trans- 
mission distance just as does the Ives-Javits bill, but there was no Federal 
preference clause in this legislation guaranteeing first claim to 1ounicipalities 
and rural cooperatives. As a matter of fact, during the course of the Senate 
debate the distinguished Senator from Washington, Senator Magiuson, offered 
an amendment to the bill providing for the inclusion of a Federal preference 
clause. This was defeated on a rollcall vote, 45 to 29. 

In the 83d Congress, 2d session, there was enacted Public Law 346, providiny 
for the development of the $100 million Coosa River development by a private 
utility, the Alabama Power & Light Co. Both House and Senate passed the 
bill on a voice vote and on June 28, 1954, the bill became law. The application 
by the Alabama Power & Light Co. is now pending before the Federal Power 
Commission, but the important point is that there was nothing in the legislation 
even remotely resembling a Federal preference clanse such as is now being 
suggested for the people of the State of New York. 

Actually, the Congress of the United States has never included a Federal 
preference clause in a bill authorizing power development to an agency other 
than the Federal Government itself, and the Federal Power Comission has 
never made a Federal preference clause a condition for issuing any power 
license. The fact of the matter is that in only one case in its entire history, 
the St. Lawrence project previously referred to by me, was the matter ever 
considered by the Federal Power Commission, and at that time by a vote cf 
3 to 1, the Federal Power Commission decided to give the license to the New 
York Power Authority without a preference clause because the majority felt it 
was a violation of the Federal Power Act. 

In conclusion, I would like to emphasize that this project, if permitted tro 
move forward expeditiously, would make a mighty contribution to the economic 
and industrial strength of our country and to our national defense efforts. 
Enabling legislation is needed urgently but that legislation must take cogni- 
zance and be consistent with New York State law and with the realistic eco- 
nomic questions involved. 

The only bill which would legally authorize the New York State Power Anthor- 
ity to move and move rapidly for development is 8S. 1037, which provides for the 
distribution of the power in accordance with the laws of the State of New York 
and for the distribution of that power which reaches other States according to 
the laws of the States in which it is to be distributed. 

Unrealistic preference provisions, tending only to encourage condemnation 
of existing systems some day in the future, perhaps would not present a sound 
business picture which would attract from investors $600 million required for 
this project and which the power authorities of the State of New York must 
secure only from the sale of its bonds and repay only from the proceeds of power 
sales made in the normal course of a sound business operation. 

I am very grateful to you, Mr. Chairman, and to the members of the commit- 
tee, for this opportunity to appear before you and I will be delighted to answer 
any questions. 
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Senator Neunercer. The next witness on the list is Mr. Robert 
Moses, the chairman of the New York State Power Authority. 

Would you like to commence your presentation now for 25 minutes 
of the time the chairman of the subcommittee suggested we continue 
here today, or would you prefer to start afresh tomorrow ¢ 

Mr. Moses. It will be very difficult for some of us to stay over. | 
don’t know whether we can do it or not. I have to talk to some of the 
other people who are here. 

Senator Kucue.. If I may interrupt—and I am apologizing for 
being compelled to leave to go to the Senate—I wonder if it is possible 
to have a meeting this afternoon. This is a busy public official who has 
come down here with his staff. I would suggest, if it at all possible, 
that we convene this afternoon, Senator Neuberger. I want very 
much to listen to the testimony, and I have some questions of members 
of his staff. 

Mr. Mosrs. Senator, you also have the representatives of the utilities 
and of the industries on the Niagara frontier. 

Senator Kucnen. For tomorrow. 

Mr. Moses. If vou move this over until tomorrow, where do they 
come in? 

Senator Neusercrer. We will try to get Senator Kerr. It is obvious 
I don’t have the authority inasmuch as the chairman of the subecom- 
mittee requested that we recess until 10 tomorrow morning. I don’t 
have the authority or the desire, either, to counteract his request. I 
will try to get him on the phone at the Finance Committee and state 
the situation and see what his wishes are. 

Senator Kucne. I will be available. 

Senator Carroii. I will join with you on that, Senator Kuchel. 

Senator Neusercer. May I tell him, Senator Kuchel, that you can 
return this afternoon at 2:30 or so? 

Senator Kucue.. I can, and I will. 

Senator Carrow. I will be here, too. We have to get special per- 
mission from the floor. 

Senator Neunercer. | will request that on the floor. 

I talked to the chairman of the subcommittee, and he said it will be 
agreeable with him for the committee to take up again this afternoon. 
Of course, there will be some Senate votes. During that period we 
will have to stand in temporary recess. 

So I suggest that we come back this afternoon at 2 o’clock, if that 
is suitable for the witnesses. We will try to do that. 

We stand in recess until 2 this afternoon. 

(Thereupon at 12:10 p. m. the committee recessed, to reconvene at 
2 p.m. this day.) 





AFTERNOON SESSION 


Senator Neuberger (presiding). Our time is limited, so I believe 
we had better commence right at 2 o'clock. 

Mr. Moses, we are very pleased to hear from you. I think this is 
your time for the witness chair. If you would like to sit at the end 
of the table that will be fine with us. 


9189857 5 
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STATEMENT OF ROBERT MOSES, CHAIRMAN OF THE NEW YORK 
POWER AUTHORITY 


Mr. Moses. Senator, if you have no objection I should like to ask 
Governor Poletti to present a letter for Governor Harriman. 

I would like to make this statement before Charles Poletti reads his 
letter. Our differences in New York are neither as deep as a well nor 
as wide as a church door. They can be exaggerated. I think that 
what we all want is a workable bill. 

Senator Neupercer. Is it agreeable with Governor Poletti to pre- 
sent his testimony at this time? 

Mr. Poterrt. I can do it after Chairman Moses or before, as the 
committee sees fit. 

Senator Neusercer. If it is all right with you, and that is Mr. 
Moses’ wish, fine. 

Mr. Mosss. I think it would be a matter of courtesy to see what the 
Governor has to say first. 

Senator Nreupercer. I want to be certain that this procedure is 
agreeable with Governor Poletti. 

~Mr. Porertt. I will be ready to answer questions. 

Senator Neusercer. Will you state your full name and title for the 
benefit of the record. 


STATEMENT OF CHARLES POLETTI, FORMER GOVERNOR OF THE 
STATE OF NEW YORK 


Mr. Pouetri. I am Charles Poltti, and I am a trustee of the Power 
Authority under the able chairmanship of Mr. Robert Moses. 

This is a statement by the chief executive of the State of New York, 
which he has asked me to read to the committee. It is as follows: 


STATEMENT OF HON. AVERELL HARRIMAN, GOVERNOR OF THE STATE OF NEW YORK, 
AS READ BY ForRMER Gov. CHARLES POLETTI, TRUSTEE OF THE POWER AUTHORITY 
OF THE STATE OF NEW YORK 


I am grateful for the opportunity once again, to convey to your honorable 
committee my views in support of a bill, S. 512, to authorize the construction 
of certain works of improvement in the Niagara River for power and other 
purposes. 

My position in connection with this legislation has been made clear on numer- 
ous occasions. My views remain unchanged. In my opinion one of the most 
essential needs of the State of New York will be met by immediate passage 
of this legislation. It would end the wasteful delay in authorizing the Power 
Authority to develop the State’s great potential hydroelectric resources at 
Niagara Falls, and it would enable domestic and rural consumers, industry, 
municipalities and rural electric cooperatives to enjoy the benefits of such 
development. Electrical energy and power, the value of which amounts to 
millions of dollars per year, is wasted every year that Federal action is delayed. 

Since testimony was offered before this committee on my behalf in the sum- 
mer of 1955, a rockslide at Niagara Falls virtually destroyed the Schoellkopf 
plant where power was generated by one of the public utilities. Subsequently 
in connection with an application by the New York State Power Authority 
to the Federal Power Commission for a license for the Niagara project, it was 
agreed in the event that a license were granted to the authority, that it would 
sell to this utility company 445,000 kilowatts of power upon terms similar to 
those offered other purchasers of power for resale, if the company would 
relinquish its own license. This would enable the utility company to supply 
this amount of power to the industries which it had supplied with power from 
the Schoellkopf plant before the rockslide. 
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The company would be required to consent to the use by the authority, upon 
completion of the project, of all the water available to the United States for 
power purposes and to relinquish all claims against the State that were founded 
on legislative grant or otherwise, except for just compensation for tangible 
property and rights of way actually taken by the authority. 

At that time, I stated that I had no objection to this arrangement, subject, 
of course, to my approval which is required of any contract for the sale of 
power by the authority. It is my opinion that 8. 512 should be amended so as 
to embrace the agreement referred to. F 

The laws of the State of New York provide for preferential allocation of 
power to rural and domestic consumers and municipal corporations? S. 512 
extends these preferences to include rural electric cooperatives and agencies of 
a State in line with the policy that the Federal Government has followed for 
many years. Adoption of the additional preferential clauses contained in this 
measure will clarify and remove doubt as to the interpretation of the New York 
statute relating to the distribution of power generated by the authority. In 
fact, contracts for the sale of power from the St. Lawrence project have recog- 
nized all these preferences. 

I am hopeful that with the assistance of your honorable committee, Senate bill 
512, as amended to meet the needs of the day, will be speedily passed. 

That is the statement of Governor Harriman. 

Senator Neupercer. Senator Kuchel ? 

Senator Kucnei. Governor Poletti, toward the end of Governor 
Harriman’s statement which you have just read, he said: 

Adoption of the additional preference clauses contained in this measure will 
clarify and remove doubt as to the interpretation of the New York statute 
relating to the distribution of power generated by the Authority. 


IT assume that Governor Harriman refers there specifically to such 
public agencies as rural electric cooperatives, since, if I recall cor- 
rectly, the classic example of a Federal preference is to public agencies 
and not by spelling out examples of what a public agency is. 

Can you indicate how the New York statutes could be interpreted 
by the impact of a Federal statute ? 

This is a little new to me. 


STATEMENTS OF CHARLES POLETTI, FORMER GOVERNOR OF THE 
STATE OF NEW YORK, AND ROBERT MOSES, CHAIRMAN OF THE 
NEW YORK POWER AUTHORITY; ACCOMPANIED BY HON. 
SAMUEL I. ROSENMAN, LEGAL CONSULTANT TO NEW YORK 
POWER AUTHORITY; THOMAS F. MOORE, GENERAL COUNSEL, 
NEW YORK POWER AUTHORITY; HENRY TALIAFERRO, DIREC- 
TOR OF POWER UTILIZATION, NEW YORK POWER AUTHORITY; 
W. S. CHAPIN, GENERAL MANAGER, NEW YORK POWER AU- 
THORITY; AND FRANKLIN S. WOOD, OF HAWKINS, DELAFIELD & 
WOOD, BOND COUNSEL TO THE NEW YORK POWER AUTHORITY 


Mr. Poterrt. Let me say in the first place that I cannot speak for 
Governor Harriman in interpreting a statement that he has prepared. 
I was directed to read it. 1 will be glad to offer my own personal 
comments and exchange ideas with you as to what is in his statement. 

I think that, speaking for myself, Governor Harriman was not 
talking as a lawyer in a strict sense. I think that what he was try- 
ing to indicate is that in New York State, under the State Power 
Authority Act, we now, in his view, have a preference for domestic 
and rural consumers and for niunicipal plants. 
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Senator Kucuen. Do you agree with that conclusion ? 

Mr. Porerrt. I agree with that conclusion and I also buttress it 
by saying that in our application, in our administration of the St. 
Lawrence project, we have given preference to municipalities, we 
have given preference to the agencies of the State of Vermont, and 
we have gone out of the way to sell electricity to the 3 rural electric 
cooperatives that we have, even though they are outside the 150-mile 
transmission area. And when we come to develop the Niagara, I 
think there is agreement among all the people on the power authority 
at the present time that we will see to it that municipalities and rural 
electric cooperatives will get their full needs at the present time, and 
also reserve enough power on a withdrawal basis so as to satisfy their 
needs for 25 years hence. We have all agreed on that. 

Senator Kucuen. In voicing that opmion on behalf of the New 
York Power Authority, do you rely on what you interpret your State 
laws to be with respect to preferences / 

Mr. Porertt. I can only speak for myself. The way I look upon 
the Power Authority Act I consider the provisions in the Power 
Authority Act, speaking of municipal plants, in realizing that the 
State of New York passed a law in 1934, with which I had something 
to do when I was counsel to the Governor, which permits municipali- 
ties to set up plants. 

I say that we as members of the power authority should satisfy the 
needs of these municipal plants. At the time the 1934 act was passed 
there weren’t any rural electric cooperatives. I said myself, as a 
member of the power authority, that I can’t distinguish between a 
municipality and a rural electric cooperative that was set up pursu- 
ant to public policy declared by the Congress of the United States. 

So that as a trustee—and all of us as trustees—I have made maxi- 
mum efforts to satisfy the needs of all the municipalities and the 
rural electric cooperatives that we can reach by wheeling, and we 
have argued with private utility companies that have wheeled this 
power to give the minimum transmission charge to them. 

The Niagara Mohawk wheels this power to anybody in its terri- 
tory at a flat rate of 1.05 mills. We are reaching the 11 municipal 
plants that there are in that area, and we are covering the 3 rural 
electric cooperatives also under a flat rate transmission. 

While speaking of transmission, I think there was a slight error 
this morning, unintentional, I am sure, by Congressman Miller as to 
the cost of power which we deliver to Vermont as being 13 mills. 
The transmission cost from Massena to Vermont, the power that we 
are selling to Plattsburg and to the United States airbase and to 
Vermont, will be about 1 mill. 

Senator Neurercer. Let me ask one question about this because 
this is in Congressman Miller’s written testimony. It wasn’t just an 
off-the-cuff remark. Let me get it straight if I can, Governor. It 
said, and this is the sentence in question : 





St. Lawrence power is not to be distributed anywhere near New York City, 
nor in any of the New England States except Vermont, which is only 75 miles 
away and where the wholesale power rate is 13 mills. 

That is the end of the quote from Congressman Miller. 

What should that be if he had been correct in that statement? 

Mr. Moses. It is incorrect. I would like Mr. Taliaferro to answer 
it. 
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Senator Nevpercer. Will you identify yourself ? 

Mr. Tarsarerro. I am Henry Taliaferro. I am director of power 
utilization, New York Power Authority. 

The cost of the transmission from the Barnhart Island powerplant 

to the Plattsburg area, where we will make delivery to the State of 
Vermont, at the ‘load factor at which Vermont takes the power will 
be approximately 1 mill per kilowatt-hour which is the cost of trans- 
mission. 

Senator Neunercer. Then Congressman Miller said 13 mills when 
he should have said 1 mill. Is that correct, Mr. Taliaferro? 

Mr. TALiarerro. W ould you repeat that ? 

Mr. Moses. That is not correct. Will you explain what the total 
is? W hen you get up to Vermont you are dealing with the Vermont 
Public Service Commission, which for some curious reason is also 
an administrative body up there as well as a regulatory body, and 
they distribute the power under State law, in the State of Vermont. 

Mr. Taliaferro is referring to the addition to the transmission. 

Mr. Tavrarerro. I am speaking of transmission cost only. 

Senator Nevusercer. This is an important point that was in con- 
troversy before the committee for a substantial length of time. I 
am not going to try to interpret Congressman Miller's statements in 
the absence of having the transcript before me. But this will be 
transcribed in the next 24 hours, and this is a very important point. 

Mr. Moses. Congressman Miller is not speaking for us. 

Senator Neusercer. I want to say, though, that if a Congressman 
comes here supporting a bill and gives specific information as to 
facts, I think it is important that we establish what the facts are. 
He very definitely inferred, if he did not say so explicitly, that the 
cost of the transmission for 75 miles was 13 mills. 

Mr. Moses. No. 

Senator Nevnercer. We will find the transcript where the whole- 
sale power rate is 13 mills. What is the factor of the delivery ? 

Mr. Potertrir. One mill. Transmission cost from Massena to Ver- 
mont is 1 mill. 

Mr. Taniarerro. I believe what Congressman Miller was referring 
to was the present wholesale rate in Vermont, that the municipalities 
and the cooperatives in Vermont are now paying approximately 13 
mills per kilowatt-hour. 

Senator Neupercer. To whom are they paying that ? 

Mr. Tarivrerro. To their present supplier. 

Senator Necpercer. Who is their supplier? Who charges them 13 
mills for this power? Let me say that this was not introduced by 
the chairman or any members of the committee. This is material 
that was introduced by Congressman Miller, and I believe, if I am 
not mistaken, that Senator Ives touched on it very briefly although 
not so explicitly as Congressman Miller. So at least we are entitled 
to the facts on this. 

Where does this 13-mill figure come in? Is this what the co-ops 
and municipalities are paying in Vermont ? 

Mr. Tavtarerro. That is as I understand it. That is their whole- 
sale cost of power. 

Mr. Poterri. At the pretsent time. 

Senator Nevpercer. Who is charging them 13 mills? 
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Mr. Tauiarerro. To the best of my knowledge it is primarily the 
private utilities in the State of V ermont. 

Senator Nevsercer. In other words, the private utilities are hiking 
up this rate to 13 mills and it is not the cost of 

Mr. Moses. They are not hiking up anything, Senator. As a mat- 
ter of fact, the wholesale power rate in Vermont is 13 mills today. 

Senator Nevpercer. The point though at which this was discussed, 
Mr. Moses, was the factor of the delivery of the power beyond the so- 
called economic marketing area. You were here and I was here, and 
the transcript will prove who was correct in their inference. But 
this was discussed in the context—unless I am very sadly mistaken 
of the additional cost involved through the transmitting of this 
power. Is that correct, or am I incorrect ? 

Mr. Mosgs. It is incorrect. 

Mr. Poterrr. I got the same impression that you did, Senator, that 
he was indicating that the transmission cost was very high for the 
Power Authority to transmit St. Lawrence power. I mean, I don’t 
think we gain anything by arguing what Congressman Miller said 
or didn’t say. But the fact is that it costs 1 mill to transmit power, 
St. Lawrence power produced by the Power Authority of the State 
of New York, from Massena to Lake Champlain. 

Mr. Mosrs. Vermont is represented by its Public Service Commis- 
sion, which as I said before is not only a regulatory but an adminis- 
trative body. We have an agreement with them—our contract calls 
for the redistribution in Vermont of the power we give them on a 
certain basis which we will be glad to outline to you. 

The facts are that today there is a wholesale rate of 13 mills, which 
is something we do not have anything to do with. 

Senator Neusercer. The point I make is this, and I am getting 
back to this because this is a subject that was in controversy this morn- 
ing, and I am going to read the entire paragraph to show that the 
entire context of this has to do with the geography of the marketing 
area. This is the explicit paragraph from Congressman Miller’s 
statement: 

Over the years the records of these hearings have been filled with wild state- 
ments of public power sponsors as to the geographic extent of the benefits of 
the Niagara project. Power from Niagara was to reduce rates in New York 
City, New England, and in extensive areas reaching throughout all of Ohio 
and Pennsylvania. However, experience since realized in the marketing of 
power from the St. Lawrence project establishes beyond doubt that these claims 
were inspired by politics and philosophies rather than by reason. St. Law- 
rence power is not to be distributed anywhere near New York City, nor in any 
of the New England States except Vermont which is only 75 miles away and 
where the wholesale power rate is 13 mills. The Niagara project is, of course, 
substantially farther away from New York City and from New England than 
the St. Lawrence project. 

That is the end of the quote fro om Congressman Miller. What was 
the purpose of all of this, and the phrase w vhich is “only 75 miles away” 
in direct juxtaposition to the 13 mills unless it was to imply that the 
13 mills had some relation to the 75 miles distance ? 

Mr. Moses. Senator, will you let me go ahead with my statement? 

Senator Nevpercer. You asked Mr. Poletti to come and read this 
statement. Senator Kuchel asked some questions about it. Mr. Talia- 
ferro came on and corrected the 13-mill statement. Now this was the 
subject of substantial controversy, Mr. Moses, before the committee 
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this morning. And I am anxious to get the facts. I did not question 
it because I do not have all these engineering facts. 

Mr. Mosrs. We will give you all the facts. Will you let me go 
ahead with my statement ? r? We are not here to apologize for or explain 
what Congressman Miller said. That is not our job. 

Senator Nrusercer. I must admit that he is an advocate of the 
same bill you are advocating. 

Mr. Moses. Right. 

Senator Neuspercer. If a material error was made it is certainly 
proper that a member of the subcommittee should ask that the full 
facts be put on the record by your technical experts. 

Mr. Moses. We will give you the facts. But any questions you 
want of Congressman Miller should be addressed to Congressman 
Miller and not to me or to our authority. 

Senator Kucne.. Mr. Moses, did you have some comment in mind 
on Governor Poletti’s statement with respect to the preference pro- 
visions of your Statelaw? You started to make some comment before 
we got into this other problem. 

Mr. Moses. I think, Senator, if you will let me read the statement 
we can get on to questions after that and we will get somewhere. 

Senator Kucuen. Go ahead. I do want to say that the position 
which Governor Harriman takes brings the two bills a little bit closer 
together. And to the extent that he recognizes that part of the other 
bill with respect to the sale to one of the private utilities there, the dis- 
tinction between the two must resolve pretty much around an inter- 
pretation of what your preference laws are. 

Mr. Poerrt. Could I make a statement to provoke other thoughts? 

This morning Senator Neuberger referred to the arrangement that 
we made with Niagara-Mohawk on this 445,000 kilowatts as a wind- 
fall, and apart from what Chairman Moses says on it, I would be 
glad to answer questions on that because I believe strongly it is not 
a windfall, and it is definitely in the public interest, and I would like 
to invite questions on it if any of you gentlemen have any. 

Mr. Moses. May I go ahead with the statement 4 

Senator Neupercer. Please go ahead, Mr. Moses. 

Mr. Moses. I appear in favor of Senate bill S. 1037 by Senators 
Ives and Javits asking for its early passage to enable the Power 
Authority of the State of New York to meet without further delay 
a serious power emergency on the Niagara Frontier. The margin 
in favor of industries remaining on the Niagara Frontier is getting 
smaller all the time and we have been warned that unless power is 
developed promptly, industry will be forced to move to areas where 
low-cost power is avs ailable. 

All necessary information on this subject is in your hands. It 
would be a waste of your time to repeat what the introducers have 

said and what appears in the voluminous reports and papers for- 
warded to you. 

Let me, therefore, summarize these outstanding points: 

The Ives-Javits bill is in accordance with our State law. As Senator 
Javits, then Attorney General, in discussing the Lehman bill pointed 
out last year, the so-called Clark bill is in conflict with our law in 
essential respects. It would lead to prolonged litigation, if passed 
and signed ; would make borrowing afd definitive financing by prudent 
private investors impossible and would, therefore, respect nothing 
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more than a gesture, a slogan and an invitation to prolonged con- 
troversy. 

Any reasonable person familiar with the Niagara Frontier and 
with its private transmission companies, local industries, previous, 
existing and potential power resources, the State’s ownership and the 
1971 Niagara Mohawk license expiration date, must know that a 
Federal license on the lines of the so-called Lehman-Clark bill is 
worthless in the face of inevitable litigation and impossible financing 
obstacles. 

Our authority will cheerfully work under any workable bill. We 
stated this last year. We repeat it. Events in the past year have, 
however, demonstrated beyond question that the Lehman-Clark bill 
today is unacceptable to those whose cooperation and support are 
indispensable and is now, as former Attorney General Javits declared, 
unworkable without amendment. Among many other defects, it 
should be noted that the Clark bill fails to make possible the use of the 
20,000 cubic feet per second for which Niagara Mohawk has a license 
which does not expire until 1971, which is absolutely required to 
justify the plant contemplated to be built and which can only be 
obtained by agreement with this company. The importance of this 
water is shown by the fact that the total water available to the United 
States during the long tourist season in the daytime in an average 
year is only 50,000 cubic feet per second and in drought years reaches 
a low of 35,000 feet. While it might be possible to procure the use 
of part of this water before 1971 without an agreement from Niagara 
Mohawk, long controversy and litigation would be involved, during 
which time it would be impossible to finance and construct the project. 

It is a matter of common knowledge that the authority, after 
consulting the administration of the State of New York, last year 
suggested to the House of Representatives’ Public Works Committee 
several compromise amendments to the Lehman bill. These amend- 
ments failed in the closing hours of the session. Provisions similar 
to those contained in the amendments were actually incorporated in 
the license application the authority filed with the Federal Power 
Commission based on the contention that the reservation of the 
Niagara International Treaty is unconstitutional. The appeal in this 
case was recently argued. 

We, therefore, went to work on a compromise bill, now known as the 
Ives-Javits-Miller bill, the adoption of which in its essentials we be- 
lieve would lead to prompt financing and immediate construction. 

It is not our duty, as trustees of New York’s greatest natural re- 
source, to advocate nationwide yardsticks, uneconomic if not impos- 
sible transmission to distant places beyond the State line and the 
establishment of brokers to market power at some unknown future 
distant date to presently nonexistent rural electric and municipal sys- 
tems beyond their needs and ability to pay. 

It is our duty to sell power on the terms of our State law so as to 
service our debt to private investors and to pass on the benefits to all 
rural and domestic users within economic marketing area. We have 
no State credit and can get none. We must run our business on 
strictly business principles. We have thus far on the St. Lawrence 
provided for all cooperatives and municipal systems which want con- 
tracts and can afford to pay. We shall do the same on the Niagara 
and allocate sufficient power to take care of their needs for 25 years. 





t 
, 
’ 


DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 69 


I would like to interpolate here in the statement, that in reaching 
the 30-year conclusion, that is, that our bonds should be issued for 30 
years on the St. Lawrence, which was agreed to by all the under- 
writers and investors, it is the same argument we propose to make 
in Niagara. We had a report of a very distinguished Committee on 
Atomic Energy which indicated that it would be at least 30 years 
before atomic energy would be economically competitive with water 
power. 

It is also our duty as trustees to preserve, maintain, and expand in- 
dustries at or near the source of power which employ large numbers 
of people and make for prosperity benefiting every family in the 
region. 

You will undoubtedly be asked by the communities on the Niagara 
frontier to write provisions in the Federal law to force the power 
authority to pay taxes to these communities. This matter is being 
dealt with on a local basis in the State of New York, and is certainly 
not properly the subject of Federal legislation. 

You will also undoubtedly be asked to specify the method of con- 
struction to be used for our Niagara conduits. The authority, as a 
result of advances of funds by the State of New York, has exhaus- 
tively studied various methods of construction, and we have found 
that the cost of deep tunnels will exceed surface construction, includ- 
ing covered conduits within the city of Niagara Falls, by over $100 
million. The type of construction cannot be determined by public 
hearings. It must rest on sound engineering advice based upon eco- 
nomics of construction. This matter will no doubt be considered by 
the Federal Power Commission in passing upon our application for a 
license. 

We ask a license at Niagara precisely like the one we have suc- 
cessfully administered on the St. Lawrence. Don’t give us an in- 
strument we can’t use. A $600 million Niagara revenue bond issue, 
unsupported by the credit of the State, is not sold on conservative 
terms across the counter to eagerly competing bidders. Such revenue 
bonds can only be marketed in these days on the economic sound- 
ness of the project including the distribution system, the reputation 
and character of the trustees, and on widespread confidence and gen- 
eral belief in their nonpolitical businesslike administration of this 
trust. Given a workable bill, we promise to protect both the long- 
range public interest and the investment of prudent bondholders. 
Give us a fair license and we shall finish the job. 

Our staff and consultants are here to answer questions. 

( Additional information submitted is as follows :) 


POWER AUTHORITY OF THE STATE OF NEW YORK, NEW YORK, N. Y. 
Cost AND DISTRIBUTION OF NIAGARA POWER 


The power authority is a public corporation established by New York law. 
It has only two functions: (1) to develop the International Rapids section of 
the St. Lawrence River for power, and (2) to use the same water at Niagara 
Falis for power. 

Subject to the paramount rights of the Federal Government to regulate com- 
merce because the two rivers are navigable streams and boundary waters, the 
State owns the beds of the rivers and the right to use their waters. The State 
has authorized the power authority to exercise all of its rights in these waters 
and to develop power for the benefit of the people. 

The power authority has no State or governmental credit of any kind. It is 


A business organization under government auspices. It builds projects through 
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money received from the sale of bonds to prudent investors who have confidence 
in the integrity of the people who direct it. We borrowed $335 million to build 
the St. Lawrence project and $7,250,000 to build a transmission line to the Ver- 
mont boundary. In cooperation with our partners, the Hydroelectric Power 
Commission of Ontario, we have more than half finished the St. Lawrence proj- 
ect and will produce power a year from next September. 

We are borrowing $825,000 from the State on an emergency basis and are 
earrying on preliminary surveys and engineering studies, making borings and 
doing design work which will enable us to let contracts for the Niagara project 
immediately upon receiving a license from the Federal Power Commission. We 
are now the only candidate for such a license and the Commission will grant 
one as soon as it gets a green light from Congress. 

The collapse of the Niagara Mohawk Schoellkopf plant last June created an 
emergency in the Niagara Falls area. The whole economy of the area is based 
on the electrochemical and electrometallurgical industry which settled there many 
years ago because of the availability of low-cost power. These industries em- 
ploy practically all the workers of the area and would be forced to leave or 
drastically curtail operations if they were not able on a temporary basis to buy 
power at relatively high rates from Canada which is using not only its share of 
the Niagara water but a good part of our share also. 

The only impediment to the Federal Power Commission’s issuing a license is 
the reservation which the Senate attached to the 1950 treaty with Canada 
which provides that no project for the use of the total waters permitted to be 
used under that treaty be undertaken without the approval of Congress. In 
recommending the reservation to the Senate, the Foreign Relations Committee 
stated that this was a matter of purely domestic concern but that Congress 
should have an opportunity to legislate with respect to it before anything was 
done. Since the 2 Houses of Congress were unable to agree on legislation for 
6 years, last August we filed an application for a license with the Federal Power 
Commission on the theory that since the reservation concededly dealt with a 
matter of strictly domestic concern to the United States, it was not effective 
to deprive the Commission of the authority which it had under the Federal 
Power Act to grant a license. The Commission turned us down on the ground 
that a constitutional question was involved which it did not have authority 
to decide, and we are now awaiting a decision from the District of Columbia 
Court of Appeals which is reviewing the Commission’s order. 

While we expect to win our court case, it is a time-consuming process to get 
decisions from the court of appeals and the Supreme Court, and we hope that 
Congress will make it unnecessary by quickly passing legislation which will'allow 
us to proceed. 

The Niagara River was used for waterpower before the Revolution. The first 
diversionary canal was built in 1806, and the first American electric plant in 
1881. The first Canadian electric plant was begun in 1901. By the 1909 Bound- 
ary Waters Treaty with Great Britain, the United States agreed to limit the 
amount of water it would take from the river for power purposes to 20,000 cubic 
feet per second, the amount then being used on our side. By exchanges of notes 
with Canada in 1941, a new agreement was made by which the United States 
promised to limit the amount of water used to 32,500 cubic feet per second. 

The 1950 treaty with Canada abrogated both the 1909 and 1941 agreements 
and substituted a new one by which the two countries agreed upon an amount 
of water which would be allowed to go over the falls for scenic purposes and 
with minor exceptions, agreed to share equally the balance of the flow of the 
river for power purposes. 

The average flow of the river is a little over 200,000 cubic feet per second. 
The treaty requires the first 100,000 cubic feet to go over the falls in the daytime 
during the entire tourist season. Daytime under the treaty ends at 10 o’clock 
at night during most of this season. Nighttimes and during the winter only the 
first 50,000 cubic feet is required to go over the falls. 

The United States and Canada have about 100,000 cubic feet of water to 
share on a round-the-clock basis. Under the treaty Canada gets first crack on 
a nonshared basis at the first 5,000 cubic feet of this water and shares the bal- 
ance with the United States. This means about 50,000 cubic feet for the United 
States except at night and during the winter when its average share is about 
75,000 cubic feet. 

Niagara Mohawk Power Corp. has a license running to 1971 for the first 
19,725 cubic feet of the United States share. Prior to the collapse of its Schoell- 
kopf plant last June, it was using this 19,725 cubic feet, plus the balance of 275 
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permitted to be used under the 1909 treaty and the 12,500 feet permitted to be 
used under the 1941 exchange of notes. It is now using about 8,800 cubic feet 
at its Adams plant and is reconstructing part of the Schoellkopf plant which 
will permit it to use a total of about 13,000 cubic feet. How good its claim is 
to the balance of the 19,725 feet between now and 1971 and how good its claim 
is to any of the water after 1971, we do not know. We do know, however, that 
it has sufficient claim to the use of this water to tie us up in litigation for a 
long period of time. 

This is important because we plan to build at Niagara a project capable of 
using all of the flow of the river available to the United States. Obviously, if 
the first 20,000 of the 50,000 cubic feet available in an average year were taken 
away, it would be an entirely different project. Obviously also, in lean years 
when the flow goes below 200,000 cubic feet, the effect on the project would be 
even greater. For instance, when the flow goes down to 180,000 feet, which it 
has done many years, there would be only 20,000 cubic feet available in the 
daytime during the tourist season for the project. 

When we first planned the Niagara project we assumed that Niagara Mohawk 
would continue to use 19,725 feet of water until 1971. However, since that time 
construction costs have gone steadily upward. For example, the project which 
we now plan will cost $532 million, whereas the same project could have been 
built in 1950 when the treaty was signed for $364 million. In addition, the cost 
of borrowing money has also gone up. The total cost of the project has in- 
creased because of the increase in the cost of interest to be paid during con- 
struction. The result is that we will now have to borrow at least $566 million, 
whereas we could have built the project in 1950 and borrowed only $384 million. 
Higher construction costs and higher interest rates on our bonds will increase 
the cost of producing power. 

To counteract this rise in cost and keep the cost of Niagara power down, 
we plan to use all the available water. We propose in our application already 
filed with the Federal Power Commission to sell on a long-term basis to the 
Niagara Mohawk Power Corp. an amount of power—445,000 kilowatts—about 
equivalent to what the 19,725 cubie feet per second for which it has a license 
until 1971 will produce. This is just about equal to the power produced by 
Niagara Mohawk by the 32,500 cubic feet of water using its facilities with 
lower head. 

Under this proposal Niagara Mohawk will surrender its license and waive 
aJl claims for damages based upon grants of water rights from the State of 
New York and also waive severance damages. We will pay only for the property 
actually taken. The company will pay the same price for power as other cor- 
porations and will sell the power to industry in the area just as it did with the 
power it produced from the project over the years. The sale of this power to 
Niagara Mohawk and thence to industry is absolutely essential if industry is 
going to stay on the Niagara frontier and keep it from becoming a ghost area. 

It is also essential that we use as much water as possible. If we cannot get 
the right to use Niagara Mohawk’s 20,000 cubic feet per second our power will 
cost about 35 percent more. This is partly because the intake works and the 
storage reservoir to use the ultimate supply of water must be built in the 
beginning. If the 20,000 cubic feet per second were not used until 1971 it means 
that a large capital outlay would remain idle for over 10 years at least. This 
would be a heavy burden on the project. 

We will build a project with a total installed capacity of 2,190,000 kilowatts. 
Of this, 1,800,000 will constitute firm power on a 17-hour-day basis. We are 
able to achieve this amount of firm capacity by building a storage reservoir into 
which we will pump at night water which we are allowed to divert at night 
but which is required to go over the falls in the daytime. The pumps which drive 
the water uphill into the reservoir at night will be turned into generators 
which will produce power when the water is allowed to run downhill through 
them in the daytime. By tying the St. Lawrence and Niagara projects together 
we expect to increase the total firm capacity of the two projects by 200,000 kilo- 
watts. If we count all of this as Niagara power, the project will have a firm 
17-hour capacity of 2 million kilowatts. After selling 445,000 of this to Niagara 
Mohawk for existing industry, 1,555,000 will remain for disposal. 

The New York law tells the power authority how to sell power. It directs 
that power be considered primarily for the benefit of the people of the State 
as a whole and particularly for the rural and domestic consumers. It directs 
that a reasonable share of the power be sold to municipal systems to which it 
can be made economically available. We have construed this to include rural 
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electric cooperatives. The law directs that sale to industry be considered as a 
secondary purpose, but recognizes that sales to heavy power consuming industry 
are necessary in order to obtain a sufficiently high load factor to make the power 
available at cheap rates to rural and domestic consumers. 

The New York law provides that a reasonable amount of power may be made 
available within the economic market area in neighboring States which designate 
bargaining agents to purchase it. 

When we came to market St. Lawrence power we found that the economic 
market area of the project had contracted materially during the years the 
project was talked about. For instance, when the first attempts were made to 
build the St. Lawrence project, power could have been developed from the 
project and delivered to Utica, the nearest biggest city, 130 miles away, for 
about 1 mill. At that time power from other sources at Utica cost 17 mills. 
Because of the increase in the cost of building the project and the decrease 
in cost of power from other sources, St. Lawrence project delivered at Utica at 
85 percent load factor will cost 6 mills, which is just about the amount which 
the power distributed there now costs the public utility serving the area. Since 
it costs money to transmit power and since some of it is lost every mile it is 
transmitted, it became palpable that if project power were to do substantial 
good it had to be used relatively close to the project. The closer to the project 
it is used, the more good it would do. It was obvious that there would be no 
sense in skipping over people to whom it would provide a real saving to carry 
it to more distant people to whom it would provide little or no saving. 

Unlike the waters impounded by some of the big Governments dams in the 
West, the waters of the St. Lawrence River cannot be stored and except to the 
limited extent described above, the wafers of the Niagara cannot be stored. 
Power is, therefore, produced around the clock and since electricity cannot be 
stored either, it must be used when produced or go to waste. 

Since rural and domestic consumers use power on an average only about 
one-half of the time, commonsense and basic economics required that a large 
part of St. Lawrence power be sold to industries which use huge amounts of 
electricity and do so 24 hours a day, 365 days a year. These are the only 
industries to which the cost of power is an extremely important element of 
the cost of doing business. They are the types of industry to which we sold 
power on the St. Lawrence and to which Niagara power has been sold since 
the turn of the century. 

Selling power to such industries is necessary not only to prevent waste, but 
because they supply a good part of the revenue from the project and keep down 
the cost of power to other customers. 

On the basis of our experience with the St. Lawrence, we made a tentative 
allocation of power to be developed on the Niagara. This was incorporated in 
a resolution adopted by the authority on February 4, 1957. <A copy is attached. 

We had been told by the basic industries which are the chief power users and 
almost exclusive employers on the Niagara frontier that if we can get Niagara 
power to them under 4% mills, they will continue their operations there and ex- 
pand them to the extent of at least 25 percent within the next 5 years. For 
this expansion they will need at least 250,000 kilowatt in addition to what they 
are now using and getting on a temporary basis from Canada and which Niagara 
Mohawk will supply them from the new project. 

While we have not been able to obtain definitive information from the United 
States Government with respect to its defense plans, we have estimated on the 
basis of information made available to us that the Government will preempt 
300,000 kilowatts for strictly defense purposes. 

We, therefore, allocated 250,000 kilowatts for the expansion of industry and 
300,000 for the Government. This, with the 445,000 sold to Niagara Mohawk 
will add up to approximately 1 million kilowatts, which we propose to sell 
right at the site of generation for use in the most efficient manner possible in 
order to protect and improve the economy of the area and the defense of the 
country. 

This leaves 1 million kilowatts. The area inside New York State within 100 
miles of Niagara Falls now requires almost 3,000,000 kilowatt capacity. By 
1965 it will need 1,200,000 kilowatts more capacity over and above the require- 
ments of new industry and national defense so that the entire one million re- 
maining could be disposed of within that area. Within 100 miles of the project 
2,140,000 people live in New York State, 227,000 people live in Pennsylvania and 
none live in Ohio. Within 150 miles of the project 2.843.000 people live in New 
York State, 645,000 in Pennsylvania and 115,000 in Ohio. This area has a total 





dem 
by | 
Stat 
in 1 
abo 

W 
bar} 
Mus 
tota 
of t 
that 
sion 

Vv 
deli 
Nev 
got 
tain 
wit 

T 
den 
the 
pro. 
gre 

1 
and 
the 
lea 

A 
fro! 
mil 
era 
con 
COO 
of | 
far 


A 


Nia 
Nik 
wil 
to 
if i 
" 
Ch: 
me 
] 
wh 
tiv 
tw 
uti 
mi 
) 
ar 
con 
po 
mi 
COr 
on 
or 
th: 
La 
Tt 
fo 
fr 


ati 
wi 








aS a 
stry 
wer 


1ade 
nate 


»ymic 

the 
le to 
the 
for 
ills. 
ease 
a at 
hich 
ince 
it is 
itial 
ject 
P no 
urry 


the 
the 
red, 
t be 


yout 
irge 
s of 
only 
t of 
sold 
ince 


but 
own 


tive 
1 in 
hed. 
and 
rara 
ex- 
For 
they 
fara 


ited 
the 
mpt 


and 
wk 
sell 
ep in 
the 


100 
By 
ire- 
re- 
ject 
and 
Vew 
otal 


DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 73 


demand of 4,000,000 kilowatts, and will require an additional 1,700,000 kilowatts 
by 1965. Within 200 miles of the project, 3,930,000 people live in New York 
State, 2,978,000 in Ohio and 3,223,000 in Pennsylvania. The demand of this area 
in 1960 will be 10,000,000 kilowatts. The increase between now and 1965 will be 
about 4,000,000 kilowatts. 

While neither Pennsylvania nor Ohio has enacted legislation establishing a 
bargaining agency to purchase Niagara power as Vermont, New Hampshire and 
Massachusetts did to purchase St. Lawrence power, we nevertheless allocated a 
total of 150,000 kilowatts to Pennsylvania and Ohio. We assume, as in the case 
of the St. Lawrence, if either of the States feels that it is entitled to more power 
that the authority is willing to sell, it can appeal to the Federal Power Commis- 
sion which will make a determination. 

We sold St. Lawrence power to Vermont, to which it could be economically 
delivered and where it could be economically used. We refused to sell power to 
New Hampshire and Massachusetts because it wouldn’t do any good when it 
got there. They both appealed to the Federal Power Commission, but after ob- 
taining an engineering report from the Stone & Webster Engineering Corp., they 
withdrew their appeals because they found out we were right. 

The attached tables indicating the population and present and future power 
demands within areas from 100 to 325 miles of Niagara not only indicate that 
the entire Niagara output could be used most efficiently within 100 miles of the 
project, but also indicate the complete impracticability of carrying it distances 
greater than roughly 150 miles. 

The attached table indicating what it costs to carry power to typical municipals 
and cooperatives inside and outside the State and indicating the effect which 
the purchase of Niagara power would have on their overall power costs, also 
lea‘ls to the same conclusion. 

As indicated above, 3 of the 5 cooperatives in New York State will be served 
from the St. Lawrence. The remaining two are respectively 60 miles and 105 
miles from Niagara. The nearer of these is the Chautauqua-Cattaraugus coop- 
erative. It serves 324 customers, whose total demand is 335 kilowatts and who 
consume 1,265,000 kilowatt hours annually at a load factor of 50 percent. This 
cooperative buys its power from a private utility company at an average price 
of 11.3 mills. It charges its customers an average of 37.1 mills while adjoining 
farmers served by a private utility are charged 29.8 mills. 

At a 50 percent load factor Niagara power will cost just about 5 mills at 
Niagara, provided the legislution enacted allows us to sell 445,000 kilowatts to 
Niagara Mohawk on a long-term nonwithdrawable basis so that Niagara Mohawk 
will give up its license to the first 19,725 cubic feet per second of water available 
to the United States. Without this water the power would cost much more, 
if indeed we were able to finance and build the project. 

The attached tables indicate the cost of delivering Niagara power to the 
Chautauqua cooperative and other potential customers by each of three different 
methods. 

If the authority were to attempt to build self-sufficient transmission facilities— 
which would necessarily involve two circuits—to carry the power to this coopera- 
tive and its neighbor, the Steuben cooperative, the cost of transmission to the 
two cooperatives would be 70 mills per kilowatt hour. 

If the authority were to build one line and were able to contract with private 
utility companies to back up the line when out of service, the cost would be 36 
mills. 

If the authority snuecee's, as it did on the St. Lawrence, in making satisfactory 
arrangements with private utilities to wheel Niagara power to the Chautauqua 
cooperative, the cost of transmission, including losses and including stepping 
power down to the voltage at which the cooperative can use it, will be about 2 
mills. This will result in a delivered cost of about 7 mills which will save the 
cooperative a little over 4 mills per kilowatt hour. If it passes the whole saving 
on to its customers, it will be able to sell power at an average cost of 32.8 mills 
or 11.6 percent less than it now charges. This, of course, is still 3 mills more 
than is charged by the neighboring private utility to its customers, 

Of the 48 municipals within the economic market area of the combined St- 
Lawrence and Niagara projects, 17 municipals will be served by the St. Lawrence. 
The remaining 26 will be served by the Niagara and contracts will be offered 
for all their needs for 25 years. The closest of these 26 municipals is 30 miles 
from Niagara and the farthest 170 miles. 

As the resolution adopted by the authority on February 4, 1957, and the 
attached staff memorandum dated January 31 indicate, a total of 325,000 kilo- 
watts of Niagara power and 100,000 kilowatts of St. Lawrence power has been 
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allocated to the 43 municipals and the 5 cooperatives, although their present 
demand is only 127,000 and won’t amount to 425,000 until 25 years from now.’ 

Of the 325,000 kilowatts of Niagara power, 200,000 will be sold to utilities 
on a withdrawable basis. So much of the 100,000 kilowatts of St. Lawrence 
power committed to municipals and cooperatives as they are presently unable 
to use has been similarly sold to a utility company. 

Of the municipals in the Niagara territory, Bath is typical. It is 105 miles 
from the project. It has 2,600 customers. It sells 48 percent of its power to 
rural and domestic consumers and 52 percent to industrial, commercial and 
other consumers. Its average load factor is 45 percent. It purchases power 
for 12.5 mills. As in the case of the cooperatives, it would be completely im- 
practical for the authority to build transmission lines to carry power to it. 
Under a very favorable wheeling arrangement involving two companies the 
authority will be able to deliver power to it at a cost of 7.3 mills. Thus the 
municipal will be saved about 5 mills. Since it now charges its customers an 
average of 24.9 mills per kilowatt hour, it will be able to reduce this charge to 
19.7 mills per kilowatt hour. 

The only sizable community which has a municipal system in the Niagara 
area is Jamestown, 70 miles from Lewiston. Its present demand is 35,700 kilo- 
watts and it sells 140 million kilowatt-hours at an average load factor of 52 
percent. Of this 21 percent goes to rural and domestic consumers, 23 percent to 
commercial customers, 51 percent is sold to industry, and 5 percent elsewhere. 
It has generating facilities of its own, including a 20,000-kilowatt unit added 
in 1951 at a cost of about $5 million. It buys some power from a private 
utility but produces most of what it uses. Its overall cost of power is 9.1 mills. 
There are two alternative methods by which Niagara power might be eco- 
nomically brought to Jamestown. One is by a wheeling arrangement if the 
private utility companies have the lines available and the other is by a 230- 
kilovolt line which would be built to carry power to Jamestown and to the 
Pennsylvania border. In either case, the cost of transmission would be around 
2 mills. Thus, power could be delivered to Jamestown for 7 mills, but since 
production cost alone (as distinguished from fixed charges) of power from its 
most modern facilities is less than this, and since those facilities must be 
amortized in any event, the city cannot afford to scrap them. Therefore, its 
overali cost of power, including what it buys from the Niagara, will be about 
7.8 mills, assuming that it buys 30,000 kilowatts from the authority at its pres- 
ent load factor of 52 percent. Thus it will save 1.3 mills, or one-eighth of a 
cent, while its average selling price to residential customers is 21% cents. 

The nearest of the cooperatives and municipals outside New York State is 
the Warren cooperative located in Youngsville, Warren County, Pa., approxi- 
mately 95 miles from Lewiston. It has 2,900 customers with a demand of 3,000 
kilowatts who used 6,900,000 kilowatt-hours in 1955. It purchases power from 
a private utility for 8.8 mills and retails it for 34 mills. Its load factor is 32 
percent. 

If the authority were to build lines to transmit power to this and neighboring 
cooperatives, the lowest conceivable rate at which it could be done would be 
8 mills. At 32 percent load factor Niagara power would cost 6.5 mills. Hence, 
the total cost would be at least 14.5 mills. 

The cheapest way by which Niagara power could he delivered to this coop- 
erative would involve a wheeling arrangement with New York and Vennsyl- 
vania companies. Assuming that this could be obtained, the cost of wheeling, 
including losses and step down, would be at least 4 mills, resulting in a total cost 
of 10.5 mills. This would result in no savings since power is now purchased at 
8.8 mills. 

The next nearest group of cooperatives are Claverack, Sullivan County, and 
Tri-County. They average 160 miles from Lewiston. They have load factors 
of about 45 percent. They pay 10.4 mills for power from utility companies. 

The lowest cost at which the authority could build lines to transmit power to 
them would be 15 mills. 

Again assuming complete cooperation by private companies in both States, 
power could be wheeled to them for about 6.3 mills, including losses and step 
down. This would add up to a total of at least 11.6 mills and result in no saving. 

To go farther into Pennsylvania or to go anywhere else outside New York 
State would result in costs which would make Niagara power conipletely unat- 
tractive. This is demonstrated on the tables by Adams Cooperative in Gettysburg. 


1 Actually these amounts are high because the city of Dunkirk, the second biggest munict- 
pal in the area which has a present demand of 8,300 kilowatts, has recently voted to sell 
its electrical system to Niagara Mohawk. 
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If Pennsylvania enacted legislation setting up a bargaining agent and Ohio did 
likewise and if 150,000 kilowatts were allocated to the 2 States, a 230-kilovolt 
transmission line could be built to the State line near Jamestown. This line 
would also take care of Jamestown. The cost of right-of-way for transmission 
lines in highly industrial, built-up western New York is extremely high and very 
difficult to estimate. Since construction costs in the area are also high, the ex- 
pense of carrying power to the State line even with the efficiency resulting from 
high loads, would amount to at least 2 mills at 75 percent load factor. Since 
Niagara power at 75 percent load factor will cost about 4 mills at the bus bar, 
it could be delivered for about 6 mills. However, it would be completely imprac- 
tical to try to distribute this power to the cooperatives and municipals which are 
widely scattered throughout Pennsylvania and Ohio as the enclosed map shows. 
None of them has a load factor as high as 75 percent. Therefore, if power could 
be delivered to them part of it would have to be wasted or used by others. 

There are 14 cooperatives and 38 municipals in Pennsylvania. Their total 
loads are 60,000 and 85,000 kilowatts respectively. Their load factors range 
from 33 to 60 percent. In the part of Ohio within 325 miles of Niagara, there 
are 30 cooperatives and 81 municipals with total loads of 110,000 and 290,000 
kilowatts respectively and a similar range of load factors. Even if the private 
utilities in the two States were willing to wheel power to them at cost, no savings 
would result. As a matter of fact it is extremely doubtful that they would do so 
because they would lack a motive, since no power would be available to them for 
their own customers and under such circumstances interconnection with New 
York State would be of no benefit to them. 

To transmit power from New York to the coal-bearing regions of Pennsy!l- 
vania and Ohio would constitute a converse of “carrying coals to New Castle.” 
Power is now being produced in modern steam plants in Pennsylvania for less 
than 5 mills. This is what it costs private utility companies to generate a 
kilowatt-hour and includes all of the items of expense allowed by regulatory 
commissions including taxes and return on investment. Obviously, power 
could be produced in this area by public organizations at much less cost. On 
the Ohio River power is produced by the Ohio Valley Liectric Co. for less than 4 
mills. 

The law which established the power authority requires thac rural and 
domestic consumers served by private companies benefit from Niagara power 
as well as those served by cooperatives and municipals. Three private com- 
panies in western New York serve 94 percent of the rural and domestic con- 
sumers in the area. 

The Niagara project will be located in the western division of the Niagara 
Mohawk Power Corp.’s franchise territory. In this division it serves 350,000 
residential and farm customers. Last year they used over a billion kilowatt- 
hours of energy. The company has considerable hydro generation and some 
very modern steam plants on Lake Erie, Lake Ontario, and the Niagara River. 
As a result, its overall average cost of producing 60-cycle power is only about 
6 mills. However, because of the increased costs of coal and the increased costs 
of bringing it from Pennsylvania, power produced in plants it is now building will 
cost about 7.2 mills. Obviously, power fed into this company’s lines at the point 
of generation will result in substantial savings to its customers. 

The Rochester Gas & Electric Corp. serves a territory starting GO miles east 
of Lewiston and extending 70 miles farther east and south. The company has 
170,000 residential and farm customers using about 500 million kilowatt-hours 
annually. It has practically no hydro generation and depends almost exclu- 
sively on coal from Pennsylvania. In its most modern steam plants, it produces 
power for about 7.2 mills but its overall average cost of producticn is about 
mills. At 75 percent load factor it can buy Niagara power for 4 mills. It is 
already interconnected with Niagara Mohawk. These interconnecting lines can 
be supplemented for much less than the cost of building new lines. Therefore, 
it could receive delivered Niagara power at 75 percent load factor in its lines 
for about 5 mills which would result in substantial savings to its customers. 

The New York State Electric & Gas Corp. covers a territory much of which 
is along the Pennsylvania border to the south and east of Niagara. In the 
part of its territory within roughly 150 miles from Niagara, it has 265,000 
residential and farm customers who use S00 million kilowatt-hours annually. 
This company also depends upon coal from Pennsylvania tc produce power. 
Its average cost of producing power is over 8 mills. It already owns trans- 
mission lines extending from a point 20 miles from Lewiston to the principal 
load centers in its western territory. Niagara power can result in real savings 
to its customers. 
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Thus all three companies and their customers will benefit substantially from 
the use of Niagara power, while little or no benefit would result frem transmit- 
ting it to Pennsylvania and Ohio and no benefit from transmitting it farther. 
In fact, the cost of transporting coal to New York State has become so great 
that it is probable that companies distributing power in the State will soon be 
building plans in Pennsylvania and bringing power rather than coal to New 
York. 

RESOLUTION 


Adopted February 4, 1957 


Whereas the St. Lawrence frontier is so underdeveloped that the northern 
New York area has the lowest per capita income of any area in the State and, 
hence, new industry is vitally needed there ; and 

Whereas the only attractions to new industry in northern New York are 
Seaway transportation and relatively low cost power generated by the author- 
ity’s St. Lawrence and Niagara projects, and only industry to which these 
advantages are of the greatest significance can be induced to located there; and 

Whereas the authority’s St. Lawrence and Niagara projects will have a total 
firm capacity of upward of 21/, million kilowatts; and 

Whereas it is the intention of the authority to provide for the connection of 
the two projects so that their combined firm capacity be still greater; and 

Wheras it is essential that an amount of power at least equal to that gen- 
erated at the falls prior to the collapse of the Schoellkopf plant be allocated 
for existing industry at Niagara Falls, which is vital to the defense of the 
country and the economy of the Niagara frontier; and 

Whereas power must be made available for expansion of industry in the 
economic market area ; and 

Whereas power for such purpose should be allocated to produce the greatest 
possible benefits ; and 

Whereas the Power Authority Act required that power from both projects be 
sold to rural and domestic consumers to whom it can be economically made 
available at the lowest possible cost and, to do this, it is essential to sell sub- 
stantial amounts for high load factor industrial use; and 

Whereas each sale to such industry, should be considered and measured in 
relation to the total power available from the two projects: Now, therefore, 
be it 

Resolved, That the authority establish so far as possible at this time an inte- 
grated power marketing policy, to the end that power from the two projects 
may be sold and distributed to produce the greatest possible benefit in accord- 
ance with the provisions of the law ; and be it further 

Resolved, That the authority do everything practicable to provide power at 
the lowest possible price to all rural and domestic consumers in the economic 
market area of the projects without regard to the agency serving them; and 
be it further 

Resolved, That to insure that rural and domestic consumers served by munic- 
ipal systems and rural electric cooperatives obtain a reasonable share of the 
power generated by the projects, the authority require that contracts made with 
private utility companies for the sale, transmission, and distribution of the 
power, contain provisions for the construction by such companies of such con- 
necting lines as may be necessary for transmission of the power from main 
transmission lines to such municipalities and rural electric cooperatives un- 
less such lines are built by the authority or other agencies: and be it further 

Resolved, That the authority approve the following tentative allocation of 
Niagara power : 

Tentative power allocation at Niagara’ 
Kilowattr 


Dependable capacity—Lewiston FC ie eer bi __.. 1, 800, 000 
Added capacity resulting from tie-in with St. Lawrence project____ 200, 000 
OUR oan te ans Se ee eis oe st re cet hdl aia wuts iucie..y Bae Od 
Niagara Mohawk (replacement of losses at Schoellkopf plant) ee 445, 000 
Anticipated demands for new national emergency defense plants____- 300, 000 
Expansion of existing industries on Niagara frontier___._______ 250, 000 
Ohio and Pennsylvania assuming official agencies not now in exist- 
ence are created by law to make firm reliable contracts________-_~_- 150, 000 


Footnotes at end of table, p. 77. 
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Tentative power allocation at Niagara ’—Continued 


Niagara Mohawk, N. Y. S. BE. & G., and Rochester Gas & Electric Kilowatts 
for rural. and domestic CONSRMEIBas6ik 6+ cio osteoma d cu nstu ne outs * 730, 000 
Municipalities including Jamestown and rural electric co-ops within 
economic transmission distance in New York State which can use 
and pay for power__-_- Richieste eibhcwads sob plane ere ee a 125, 000 


CY ee ae ee ee ee ee ee ee 


' Allocations include transmission losses, 
2 200,000 kilowatts withdrawable for municipalities and rural electric cooperatives. 


FEBRUARY 1, 1957. 
To: The trustees. 
From: Chairman Moses. 
Subject: Niagara Power Allocation. 


Attached is a staff memorandum showing power requirements for a 25-year 
period for all of the municipalities and rural electric cooperatives in New York 
State located in what will likely be the combined Niagara-St. Lawrence market 
area. 

Based on the attached analysis the withdrawable portion indicated in the 
proposed tentative allocation of Niagara power which is included in the pro- 
posed resolution on power marketing submitted to the trustees on January 25, 
1957, should be increased from 100,000 kilowatts to 200,000 kilowatts. 


Rosert Moses, Chairnian. 


JANUARY 31, 1957. 
Memorandum to: Col. W. S. Chapin. 
From: Henry B. Taliaferro. 
Subject: Niagara Allocation. 

On January 25 the chairman sent to the trustees a proposed resolution on the 
marketing of Niagara and the remaining St. Lawrence power. The resolution 
included a tentative power allocation at Niagara based upon a total of 2 million 
kilowatts dependable capacity considering the tie-in with the St. Lawrence 
project. 

This allocation provides 125,000 kilowatts for the municipals including James- 
town and the rural electric cooperatives within economic transmission distance 
in New York State, which is the amount these agencies can initially use and pay 
for. The rural and domestic consumers within the economic market area served 
by private utilities were allocated 730,000 kilowatts and 100,000 kilowatts of 
this amount were earmarked as withdrawable to supply the future requirements 
of the municipalities and cooperatives making a total allocation to the municipals 
and rural electric cooperatives of 225,000 kilowatts from Niagara. 

In negotiating contracts with municipalities and cooperatives in the St. 
Lawrence market area one of the most touchy points is the insistance of the 
municipalities and cooperatives that they be assured of a supply of power for 
the term of the contract which we have indicated will be for a 25-year period. 
The chairman assured the municipalities and cooperatives with whom the 
authority has been negotiating they would be supplied their requirements for a 
25-year period through a tie-in of the Niagara project with the St. Lawrence. 
Statements of the chairman to this effect were made a part of the record of 
the public hearing on November 15. 

This is important to us because the law requires that the rates, services, and 
practices of the distributing agencies in respect to power generated by St. Law- 
rence or Niagara projects be governed by terms of the contract and not by 
regulations of the public service commission. 

There are 17 municipal systems and 8 rural electric cooperatives in the St. 
Lawrence market area and 27 municipal systems and 2 cooperatives which are 
likely to fall within the Niagara market area. The 1955 loads of these 44 muni- 
cipal systems and 5 cooperatives totaled 127,000 kilowatts. If it is assumed that 
the loads of these systems will increase at an average rate of about 4 percent 
per vear for a 25-year period (and this is a reasonable assumption confirmed by 
Federal Power Commission load forecasts) their load at the end of the 25-year 
contract period would be approximately 425,000 kilowatts. This amount is 
exceedingly high for these small municipal systems, but it is actually only 
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15% percent of the total firm capacity of the St. Lawrence and Niagara projects 
or 18% percent leaving out the Schoellkopf replacement power. Should the 
estimated growth of the municipal loads turn out to be overoptimistic the unused 
portion of the power allocated as withdrawable would continue to go to the 
rural and domestic consumers in the market area served by the private utilities. 

In the allocation of St. Lawrence power 30,000 kilowatts was allocated to 
Plattsburg and 70,000 kilowatts to the other municipalities and 3 rural electric 
cooperatives in the market area or close thereto—a total of 100,000 kilowatts. 
In order to provide for the requirements of all of the municipals and rural 
electric cooperatives in an enlarged, combined Niagara-St. Lawrence market 
area, it will require 325,000 kilowatts from the Niagara project. To do this will 
require increasing to 200,000 kilowatts the withdrawable portion of the 730,000 
kilowatts allocated to the private utilities. 

A tabulation giving the detailed requirement in 1955 of the municipals and 
rural electric cooperatives involved is attached. 





Bie: 


Estimated 1955 power requirements of municipalities and rural electric coopera- 
tives within or adjacent to St. Lawrence and proposed Niagara market areas 
in New York State 


I. St. Lawrence market area: Kilowatts 
(a) Municipalities—Subtotal municipal requirements____--~~- 39, 000 
(1) Boonville, (2) Frankfort, (3) Green Island (4) 
Hamilton, (5) Herkimer, (6) Ilion, (7) Lake Placid, (8) 
Mohawk, (9) Philadelphia, (10) Plattsburgh, (11) Rich- 
mondville, (12) Rouses Point, (17) Sherburne, (14) Ska- 
neateles, (15) Solvay, (16) Theresa, (17) Tupper Lake. 
(b) Rural electric cooperatives—Subtotal rural electric coop- 
ON = er cr te ee a esl ep ete 4, 000 
(1) Delaware County Electric Cooperative, (2) Oneida 
Madison Electric Cooperative, (3) Otsego Blectric Coopera- 
tive. 
Total requirements of municipals and rural electric coopera- 





tive’s in or adjacent to St. Lawrence market area_____-__ 438, 000 
II. Proposed Niagara market area: 
(a) Municipalities—Subtotal municipal requirements_____~_- 82, 000 


(1) Akron, (2) Andover, (3) Angelica, (4) Areade, (5) 
Bath, (6) Bergen, (7) Brocton, (8) Castile, (9) Church- 
ville, (10) Dunkirk, (11) Endicott, (12) Fairport, (13) 
Greene, (14) Groton, (15) Holley, (16) Jamestown, (17) 
Little Valley, (18) Marathon, (19) Mayville, (20) Penn 
Yan, (21) Salamanca, (22) Silver Springs, (23) Spencer- 
port, (24) Springville, (25) Watkins Glen, (26) Wellsville, 
(27) Westfield. 
(b) Rural electric cooperatives—Subtotal rural electric cooper- 
re re a a a ec dieu 2, 000 
(1) Chautauqua-Cattaraugus Electric Coop., (2) Steuben 
Rural Electric Cooperative, Inc. 
Total requirements of municipalities and rural electric coop- 
erative’s in or adjacent to proposed Niagara market area__ 84, 000 
Grand total of all municipalities and rural electric coopera- 
tive’s in combined St. Lawrence and proposed Niagara mar- 
ket areas or adjacent thereto in New York State__________ 127, 000 


3ASIS OF WHEELING CHARGES IN FOLLOWING TABLE 


The cost of wheeling over private utility transmission systems to consumers 
in Pennsylvania was assumed to be made up of a change of 1.75 mills for the 
transmission within New York plus a charge for transmission in Pennsylvania. 
The wheeling charge of each system in Pennsylvania was assumed to be the 
average cost of all transmission over lines of such system, as estimated from 
data published by the Federal Power Commission for 1955. Where Niagara 
power would be required to be wheeled by more than one utility system in 
Pennsylvania, the average transmission costs of all the utilities involved were 
included. The total loss in transmission to Pennsylvania consumers was as- 
sumed to be 8 percent. 
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POWER AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., April 8, 1957. 
Hon. JosepH S. CLARK, 
United States Senate, 
Washington, D. C. 

DEAR JOE: I have your letter of March 28. I am surprised that you object tv 
use of sound engineering data to support our position and to refute errors which 
you have broadcast. In your letter you stated, “I suggest we leave the engineer 
ing arguments to the experts.” If we had made a practice of following such 
a suggestion, we would never have financed or built anything with revenue 
bonds. Investors have a weakness for engineering and financial facts. We shall 
continue to make full use of such facts and shall steer clear of less persuasive 
reasoning. 

You referred specifically to Gordon Clapp and to his experience as a toy 
engineer. It happens that Gordon Clapp is not an engineer. He became Chair- 
man of the Tennessee Valley Authority after being Director of Personnel and 
General Manager. On the other hand, Uhl, Hall and Rich, who are our prin 
cipal engineering advisors, all played a major part in the TVA program. Dr 
Uhl was Chief of the Engineering Board of Consultants. Dr. Hall was in charg 
of such large structures as Wheeler Dam, and Dr. Rich was Chief of Design for 
the TVA. Their advice has been accepted all over the world. Moreover among 
our consultants is Mr. Leslie N. McClellan, Assistant Commissioner and Chief 
Engineer of the Bureau of Reclamation, who has been in charge of many large 
western projects. Therefore. we do not lack engineering talent and we are 
fully aware of Federal practices in the generation and distribution of power. 

We have gathered together a mass of sound engineering data, which prove 
that there is no sense in attempting to transmit Niagara power over 300 miles, 
as you would have us do, but that on the contrary it must be used within a 
relatively confined area to be of any value. 

Your attention is also called to the incorrectness of the statement you repeat 
edly make that rural electric cooperatives and municipals have been consistent] 
granted preference since the days of Theodore Roosevelt in 1906. There were i! 
fact no rural electric cooperatives until the 1980's and the Federal-type prefer 
ence has not been extended by Congress to projects of States and their sub 
divisions. 

In selling St. Lawrence power and tentatively allocating power to be produced 
at Niagara we have committed 425,000 kilowatts to the municipals and rural 
cooperatives to which it can be sold in New York, although their present total 
demands are only 127.000. This 425,000 represents their needs for 25 vears in 
the future. At the same time we have committed only 665,000 kilowatts to 
private utilities which are now serving over 90 percent of the rural customers in 
the area, whose combined requirements are 1,100,000 kilowatts and will need 
3,500,000 kilowatts in 25 years. 

Your statement therefore to the effect that we propose to “sell more Niagara 
power to private utility companies to be resold at rates as high as they can estab 
lish” is without the slightest justification. As engineering facts conclusively 
indicate, Niagara power can be used economically only within a reasonable dis 
tance—about 150 miles—not 300 miles. Carrying it farther will merely dissipate 
its value. It will not constitute any yardstick which will bring down power 
rates in the Northeast, as you claim. On the other hand if sensibly used neat 
the point of generation it will save, improve and extend the economy of the 
Niagara frontier and the defense of our country. 

I suggest you give proper weight to the fact that we are a strictly 
organization under public auspices, dependent on the sale of revenue bonds with 
out public credit to prudent private investors who cannot be coerced by yard 
stick arguments. 

Cordially, 


business 


toBERT Moses, Chairman. 


UNITED STATES SENATE, 
Washington, D.C... March 28, 1957. 
The Honorable Rosperr Moses, 
Chairman, Power Authority of the State of New York, 
New York, N. Y. 

Dear Bos: Thank you for your letter of March 12 about the Niagara powe1 
bill. I regret that pressure of other matters has delayed my answer. 

I have no intention of competing with you in the composition of that purple 
prose of which you are such a master. I shall content myself with restating 
briefly what I conceive to be the differences between us. 
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1. I believe that the power to be generated at Niagara is a national asset which 
should be made available to users of electric power within the economic trans- 
mission distance regardless of what State they may live in. You believe that 
the benefits of Niagara power should be largly limited to those users within 
New York State who live closest to the falls. 

2. 1 believe in the traditional American preference clause in favor of REA 
cooperatives and municipal distributing systems which has consistently been in 
Federal legislation dealing with power since the days of Theodore Roosevelt in 
1906. You consider such a clause radical political ideology and desire to aban- 
don it in order to sell more Niagara power to private utility companies to be 
resold at rates as high as they can establish. 

3. I believe that the principle of yardstick competition should be invoked 
within the economic transmission distance from Niagara in the belief that the 
result will be substantially lower rates within the area as private companies 
are forced to meet the competition of REA cooperatives and public power bodies. 
The Northeast, including western New York and western Pennsylvania, is one 
of the highest power-rate areas in the country, in shocking contrast to the situa- 
tion across the river in Canada. You oppose yardstick competition and, there- 
fore, favor continuation of the present high rate structure. 

The rest of your letter is merely a rehash of engineering data so as to but- 
ress your previously conceived views. I have been a lawyer and a politician; you 
have been a distinguished builder of parks and highways utilizing unique polit- 
eal talents to get things done. I suggest we leave the engineering arrangements to 
the experts—of whom, incidentally, Gordon Clapp with his lifetime of experience 
at TVA is one of the very best. 

With kindest regards. 

Sincerely yours, 


JOSEPH S. CLARK. 
POWER AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., March 12, 1957. 
Hon. JOSEPH S, CLARK, 
United States Senate, Washington, D.C. 

Dear Joe: I have your letter of February 15 with the postscript reading: 

“Sorry you don’t agree with me that Pennsylvania REA’s and municipalities 
within economic transmission distance of Niagara are entitled to a priority on 
vour power. I campaigned on that issue and think I'm on sound ground.” 

You may be on sound ground from a political standpoint, but you are waist 
deep in quicksand from a factual standpoint. You really should study this 
subject more carefully before you assume to dispose lightly of New York power. 

We heard your remarks on the radio March 3 with respect to your Niagara 
power bill. You explained that you consider “economic transmission distance” 
as “roughly 300 miles” and that you want Niagara power to be sold to rural 
electric cooperatives and public bodies in Ohio and Michigan as well as in 
Pennsylvania within that radius. 

You didn’t explain how you would carry power across the Allegheny Moun- 
tains to eastern Pennsylvania and to scattered municipals and cooperatives in 
@hio and Michigan. You gave approbation to a wild piece of fiction originating 
with Gordon Clapp that it would be feasible to bring Niagara power to New 
York City. Actually he was talking about Saint Lawrence power and, after 
nvestigation, neither the New York City administration, by which he was at 
that moment employed, nor any other responsible agency found any merit in 
his suggestion. 

There is much loose talk in comparing transmission of power 200 or 300 
miles from the Grand Coulee or McNary dams to the transmission of power 
from the Niagara project. What is never stated is that these western dams 
ire located in the desert and that there was no build-up area around them 
which could use the power. Aluminum plants were actually established there 
to use a great part of it. The balance was transmitted through undeveloped 
territory over transmission lines built at prices much lower than those now pre- 
vailing on right-of-way, the cost of which was negligible. The transmission 
did not bypass builtup areas where the power was needed and could be eco- 
nomically used. 

Let’s look at the facts. The Niagara, in addition to being one of the great 
scenic wonders of the world, has been a source of hydro-electric power since 
the eighties. Some 35,000—practically all the industrial workers in the area— 
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are employed by electrochemical and electrometallurgical establishments which 
are the backbone of the economy of the Niagara frontier and are vital to the 
defense of the country. They settled and stayed in Niagara Falls solely be- 
cause of the availability of low-cost power. Following the disaster which befell 
the Schoellkopf generating plant last June, these industries would be forced 
to leave or seriously curtail production were they not able to obtain power 
temporarily and at high cost from the Hydro-Electric Power Commission of 
Ontario, which is using not only its share, but much of New York’s share of 
the water. 

The average flow of water available to New York on a year-round basis— 
as distinguished from nights and the winter season—is about 50,000 cubic feet 
per second. The Niagara Mohawk Power Corp. has a license to use 19,725 
cubic feet per second of this water at least until 1971. 

The power authority’s project will produce 1,800,000 firm kilowatts by the 
use of all the water available to the United States, but in order to get Niagara 
Mohawk to give up its share, it will be necessary for the authority to sell it 
445,000 kilowatts. This is the amount which the 19,725 cubic feet will produce, 
and is somewhat less than the power formerly produced by Niagara Mohawk 
through the use of this water and other water for which it has a temporary 
license. This power must be sold to local industry as was most of the power 
produced there by Niagara Mohawk over the years, unless Niagara Falls, and 
its environs is to become a ghost town. Such industry to which the cost of 
power is a determining element in doing business will need another 250,000 
kilowatts within the next 5 years for expansion. 

While we have no definitive information on United States Government de- 
fense plans, we have reason to believe that at least 300,000 kilowatts will be 
preempted by the United States for strictly defense purposes. 

All this power will be used in the most economical manner possible at high 
load factor, close to the site of generation, thus eliminating waste of the 
power, most of which must be produced continuously, and avoiding transmis- 
sion costs and transmission losses. 

By tying the Niagara and St. Lawrence projects together, we expect to in- 
crease the dependable combined capacity of the two projects by 200,000 kilo- 
watts. If we look upon all this increase as Niagara power, 1 million kilowatts 
will be left to be sold. 

When we came to market St. Lawrence power, we found that while it would 
have been economic to distribute it over a wide area in years past, it is no 
longer feasible. The cost of St. Lawrence power at Utica, 130 miles from the 
project, went up from i mill to 6 milks during a period when power at Utica 
from other sources went down from 17 mills to a little over 6 mills. While the 
St. Lawrence project would have produced kilowatt hours equivalent to 46 per- 
cent of all those used in the United States when the project was first talked 
about, its entire output could be used within 100 miles of the point of genera- 
tion by the time it is completed. The physical facts, including costs of trans- 
mission and transmission losses made it plain that the economic market area 
of the St. Lawrence project was a territory within approximately 150 miles 
of the project. 

We sold power to Vermont which was in this area and when we refused to 
make sales to New Hampshire and Massachusetts which were beyond it, they 
appealed to the Federal Power Commission. After getting an engineering re 
port from the Stone & Webster Engineering Corp., which indicated that even 
in blocks of 200,000 kilowatts or more, there would be no savings in the pur- 
chase of St. Lawrence power, they withdrew their appeals. All in all there is, 
therefore, no basis whatever for your unsupported assertion that economic 
transmission distance in this instance, that is in the case of Niagara power, is 
300 miles. It is just half that. 

If we forget political ideologies long enough to look at the map, the Niagara 
situation becomes clear. If you draw a circle with a 100-mile radius from the 
proposed Niagara generating plant, you will find that 2,000,000 people live with- 
in it in New York, 200,000 in Pennsylvania and none in Ohio. The million 
kilowatt of Niagara power for sale would barely equal the additional power 
which will be needed between now and 1965 outside Niagara Falls but inside 
the 100-mile area in New York alone. 

What you have described as the economic transmission distance includes not 
only New York, Pennsylvania, and Ohio, but parts of New Jersey, Delaware. 
Maryland, Virginia, and West Virginia. It includes New York City, Baltimore, 
Washington, Columbus, Cleveland, and Detroit. 
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The following table shows the number of people who live within areas up 
to 325 miles from the project, the amount of power they will use in 1960 and 


increases in their needs between now and 1965. 


It also 


shows the number of 


rural and domestic consumers within each area and the proportion served by 


eooperatives and municipals. 


Population and demand 


Within 100 miles: 
New York paweekesuen 
Pennsylvania_-........- 


 .<<5'napaddduemauesmoaemaalae cae améaaaieaearae 
Within 150 miles: 
RRO MINIS 4... 2 4 nseniniiils owieitah thd drenianiaipentdbininemadiieintict 
PORUSTIVAIIM. ....~n0nceo<cencees 
Ohio 


Total. 


Within 200 miles: 
DROS < Wu suidecctnemeibevusacn 
Pennsylvania 


|Population 
(1955) 


2, 140, 000 
227, 000 


2, 367, 000 


645, 000 
113, 000 


3, 601, 000 


| 1960 demand | 


2, 843, 000 | 


3, 930, 000 | 
3, 223, 000 | 


Estimated Increase in 
demand 
(1957-65) 


Kilowatts 





4, 400, 000 1, 700, 000 




















i Mer nsreecchuscab) déiipeacadcanasndebeeaseebbnbentie Tp POE Neco bnwedh on dtetnudh anleeeeas 
MGRide ScavincGvdnatesradeckew die ekaccatthe areca 10, 131, 000 | 10, 000, 000 | 4, 000, 000 
Within 250 miles: | 
TE IE lig rs Hb ct~ oe sihungebaavendee by BBB 008 iircdciess tues i leita Eas 
| Sicieaiaas iE a ala -| IE a ann oticencwen Ee ae 
a cia aa : ont Toca ncanceeeue Lt Geawoadesks 
PN £8 oi occ cubuwd chandu covdodsus ss icdscaebeel GGG eh... iui iid alee 
SS IN. 8 as tints tos Chere crtecnesbanieia din ameeenes FOP batsemmes dade a 
ec ecccnnbadcstestuces Caneéubaamiontannate : 19, 508, 000 16, 000, 000 | 6, 500, 000 
Within 300 miles: | 
New York | 5,679, 000 | 
Pennsylvania | 10,854,000 | RIE cle 
New Jersey. | 1, 724, 000 | _- hein tiated 
Delaware - 135, 000 | eat cece 
Maryland - - REMMI Ya5 costieacics aon veel petra a oe 
Virginia | 50, 000 | | Li. 
West Virginia_____ 585, 000 | - . 
Ohio.. --| 4, 990, 000 |. he 
Michigan_ 5, 032, 000 | ee 
Total 30, 938,000 | 23,000, 000 9, 500, 000 
Within 325 miles: | 
New York _-| 14, 545, 000 |- ree 
Pennsylvania. : a y imebdhtpadeseaee | 10,854,000 |___- = alan ei 
New Jersey. ated 4, 939, 000 |... Bi cad ms 
Delaware - ; : A J ey 280, 000 |- ros, os 
Maryland and D, C.. a eS RE tose cis Ak bp Sebewop dt 
Virginia. - ‘ wr = 6 bdisigente ee a a 
West Virginia__... ‘ 750, 000 |...-.-.- ce 
By oaths en evarad nn hudeesaadenthecdtiieee 5, 285, 000 |_- = aes 
WME Seis. ooo kek nes ce ae es Se hee SO hin nae. 
FINNIE tts 5 Sit cn gu tice dine Oona anal  eteaedbcegesihs ahaa reliaiditeiienes | 45, 684, 000 | 30, 000, 000 | 12, 500, 000 








84 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


Rural and domestic consumers, 1955 








Total num- Number 
ber of Number Percent} served by | Percent 
Within rural and served by of municipal | of 
domestic REC’s total systems total 
customers } 
100 miles _____- ‘ : beau 665, 000 0.5 45, 762 6.9 
ES RE TL ae ee a 1, 010, 000 | 2.2 57, 987 5.7 
RS ooo. cee . Ts J 2, 830, 000 2.0 176, 548 6.2 
250 miles__--- 5, 475, 000 | 1.7 266, 191 | 4.9 
300 miles____- TE es 8, 650, 000 1.5 395, 183 4.6 
is te es eal a 12, 800, 000 1.4 443, 559 | 3.5 





Electricity used by | Electricity used by | Electricity used by 


Total elec- rural and domes- REC’s municipal systems 
tricity tic customers 
Within used Rs 
(Million 
kilowatt- | Million (|Percent) Million (Percent) Million Percent 
hours) kilowatt- of kilowatt- of kilowatt- of 
hours total hours total hours total 
100 miles ___ F : 13, 200 1, 537 11.1 9 07 285 2.2 
150 miles 18, 600 2, 407 12.9 88 5 350 1.9 
200 miles _ ees : i 43, 600 7, 150 16. 4 212 5 1, 100 | 2.5 
250 miles _ _- : a 72, 000 15, 719 21.8 393 5 1, 400 1.9 
300 miles__. 102, 000 24, 348 23. 8 530 8 2, 300 2.3 
325 miles__- was | 136, 000 36, 950 27.2 775 6 2, 500 Ls 


You seem to think that the Niagara project should be specially designed for 
the rural electric cooperatives in Pennsylvania. There are 14 of them. The) 
have about 69,000 customers and need about 60,000 kilowatt capacity. This ca- 
pacity would produce over 500 million kilowatt-hours of energy, but since their 
load factor is little over 50 percent, they use only about 257 million kilowatt- 
hours annually. The nearest of these cooperatives to the project is Youngsville, 
95 miles away ; the farthest, Gettysburg, 255 miles away. 

There are 38 municipal systems in your State which have about 65,000 cus 
tomers with a total demand of 40,000 kilowatts. They use about 185 million 
kilowatt-hours. As the crow flies, they are 98 to 285 miles from the project. 
The average distance is 205 miles and half of them are on the wrong side of 
the Allegheny Mountains. It costs money to transmit power and for every mile 
it is carried some is lost. The area between the Niagara and Pennsylvania is 
highly built up with the result that the cost of building transmission lines, in- 
cluding the cost of right-of-way, is high. 

Niagara power will cost a high load factor customer about 3% to 4 mills 
at the bus bar. Since your cooperatives and municipals have a load factor of 
only about 50 percent, the cost to them at the bus bar would be at least 5 mills 
If a transmission line were built to the Pennsylvania border near Jamestown 
sufficient to carry 100,000 kilowatts, the present total demand of the municipals 
and cooperatives, the cost per kilowatt-hour at that point would be about 7 mills. 
The power would then have to be split into small blocks, much more expensive 
to transmit, and carried anywhere from 25 to 250 miles to reach the cus 
tomers. Assuming that means could be found to carry it, the cost on delivery 
would be prohibitive. 

Obviously, it would be impractical to build special transmission lines to dis 
tribute this power. Even if private companies could be persuaded to transmit it 
on the most favorable terms, Niagara power would cost at the very least 9 mills 
when it got to the nearest cooperative and municipal, and at least 101% mills 
when it got to those on the other side of the mountains. Pennsylvania coopera 
tives now purchase power at an average rate of 914 mills. 

If municipals and cooperatives in Pennsylvania within roughly 300 miles are 
entitled to a priority on Niagara power, so are the widely scattered municipals 
and cooperatives in the other States. The city of Cleveland is within 200 miles 
of the project and part of it is served by a municipal system. Ohio has 106 
municipals and 30 cooperatives with a total capacity over 530,000 kilowatts 
using a total of 2,230 million kilowatt-hours annually. If it were practical to 
deliver Niagara power to the customers of these municipals and cooperatives it 
would be necessary to skip over a vast number of people in New York, and in 
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other States who need power and to whom it could be brought much more 
cheaply. 

Pennsylvania has lots of coal. Burning coal produces steam. Steam produces 
power. The cost of coal is the largest component in the cost of steam power. 
The cost of transportation is often the greater part of the cost of coal. In 
Pennsylvania, coal can be used to produce power without substantial transpor- 
tation costs. I am sure you are also familiar with the Ohio Valley. This valley, 
because of the availability of coal, has become a great center for industries 
like aluminum to which the cost of power is an important factor in doing busi- 
ness. Powerplants on top of coal mines produce power as cheap as or cheaper 
than almost any hydroelectric plant that can be built today. 

In West Virginia, where coal is plentiful, the average generation cost to 
power companies is less than 5 mills. Most of your municipals and cooperatives 
are closer to West Virginia power than to Niagara power. A steam plant was 
recently constructed at Shawville in western Pensylvania. It is right near a 
coal mine, It produces power for a_ total of about 4 mills, including 
fixed charges such as taxes and return on investment. If public bodies in Penn- 
sylvania built a similar steam plant without the necessity of paying taxes and 
without the necessity of paying a return on investment, they could produce 
power for about 3 mills. 

In your radio talk you were asked: “What would the effect of your bill be 
on the rates to the ordinary consumer ?”’ 

You replied: “The Pennsylvania REA Association, during the fall campaign, 
published some literature which I believe accurately to state the facts. They 
say Pennsylvania farmers on REA lines, if they got Niagara under a preference 
clause, would save $100 a year on their electric power bills.” 

How wild can you get? We don’t have information as to the average total 
power bill of Pennsylvania’s cooperative customers, but we do know that the 
average total amount spent for power by farmers in the eastern United States 
is $100.74. If customers of Pennsylvania cooperatives spend an average amount, 
$100 savings would give them their power for a year for 74 cents. This, of 
course, is ridiculous. 

We know that the average Pennsylvania cooperative customer uses 3,700 kilo- 
watt-hours per year. The main component in the retail cost of power is not what 
it costs the distributor at wholesale, but what it costs to distribute it. The 
only saving which Niagara power could possibly bring to these customers would 
be based upon a reduction. in the wholesale cost of power to the cooperative. At 
91% mills, the cooperative now spends a total of $35 a year for the average cus- 
tomer. If it got Niagara power free, the most it could save the customer would 
be this $35. If it were able to save 8 mills, which is the most that could be 
saved in the wholesale cost of power right at Niagara Falls, and which as we 
have shown could not possibly be saved in the middle of Pennsylvania, the aver- 
age saving per customer would be $11.10. 

You also said on the radio in discussing the preference clause in your bill: 
“Such a clause has been in every Federal statute dealing with the generation of 
electric power since the days of Theodore Roosevelt in 1906.” 

The fact is that preference clauses have been put in statutes calling for Federal 
development of projects with Federal funds. The Federal Power Act which has 
been on the books since 1920 deals with the generation of electric power and 
authorizes the Federal Power Commission in issuing licenses for power projects 
to give a first crack at them to State and municipal agencies, such as the Power 
Authority of New York. It contains no preference clause relating to the sale 
of power. Many licenses have been issued under it to State and municipal bodies, 
including the license for the St. Lawrence project, which the Power Authority of 
New York is building. 

New York law established the New York Power Authority. New York law 
directs the power authority how to market power. It directs that the power be 
considered primarily for the benefit of rural and domestic consumers. It 
recognizes that sales to high-load-factor industry, such as the aluminum industry, 
are nceessary to prevent power produced at hours when rural and domestic 
consumers cannot use it, from going to waste and in order to assure sufficiently 
high revenue returns to bring down the price charged to rural and domestic con- 
sumers. The law requires that a reasonable share of the power be sold to 
municipalities and resold at the lowest possible price. It provides for the 
allocation of a reasonable share of the power to other States. 

In selling St. Lawrence power, we made every effort to make power available 
to municipals and cooperatives under the most favorable circumstances. We 
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spent a vast amount of time persuading private utilities to wheel power to them 
at reasonable rates. We sold or offered to sell the municipals and cooperatives 
within market area and somewhat beyond all the power they can use and pay for 
in the next 10 years and have assured them that when we get our Niagara 
license, we will be able to take care of increased needs for 25 years. 

Actually, we allocated far more power to the municipals and cooperatives in 
proportion to their rural and domestic customers and their needs than we did 
to the private utilities. Of the 600,000 rural and domestic customers in the 
St. Lawrence economic area, 29,600 are served by 17 municipals and 3,000 by 3 
cooperatives. Ninety-five thousand kilowatts are being made available to the 
municipals, although their total demand is 39,000. Eight thousand kilowatts are 
being made available to the cooperatives, whose demand is only 3,600. On the 
other hand, the private companies, whose rural and domestic customers use 
about 400,000, are receiving only about 140,000. 

We have justified providing more power for the municipals and cooperatives 
because they do not have modern low-cost generating facilities and hence power 
costs them more than it does the private utilities. We shall treat the municipals 
and cooperatives within the Niagara economic area as we have treated those in 
the St. Lawrence. However, we will not lose sight of the fact that we are a 
business organization under Government auspices but without public credit and 
if we are to finance and pay for a project costing nearly $600 million, we must 
maintain the confidence of prudent private investors and operate it in a sensible, 
businesslike manner and not to vindicate radical political ideologies. 

We shall be happy to allocate a reasonable amount of power to Pennsylvania 
and Ohio if it turns out that it is wanted and can be economically delivered and 
paid for there. No one should be under the illusion that this will be a great 
amount of power, or that it will work any economic wonders. Once the power 
gets to Pennsylvania and Ohio, it will have to be marketed under their laws. As 
far as we know, neither State has yet enacted legislation setting up a bargaining 
agency to purchase power from us as was done by Vermont, Massachusetts, and 
New Hampshire. 

Your Niagara bill is impractical and unworkable, and in its present form is in 
conflict with New York law. It would produce litigation, but no financing and 
no power. On the other hand, the Ives-Javits bill is sensible and workable and 
does not conflict with New York law. The other bill could, of course, be amended 
to cure its manifest defects. 

Niagara power project is of great importance to the people of western New 
York. Unless it is realized soon, vital industry will move away. If made avail- 
able without further delay, it will be a great boon to the economy of the area and 
to the defense of the country. 

The main object of the 1950 treaty by which the United States and Canada 
agreed to the diversion of additional water from the Niagara was to preserve 
and enhance the beauty of the falls and its environs. On the Canadian side 
there is a beautiful park and parkway which revenue from power has made 
possible. On our side years of depredation and spoilation have marred this 
natural beauty. It is our purpose to develop power quickly and efficiently as we 
are doing on the St. Lawrence and, as part of the cost of the project, to construct 
a scenic parkway, a park system and incidental protective improvements on the 
American side similar to those on the Canadian side, in accordance with the 
spirit and purpose of the 1950 treaty. 

We know that you are sincerely interested in seeing this great constructive 
work accomplished and we shall welcome your support of a practical measure 
introduced by New York Members of Congress to make it possible. 

We are enclosing a copy of our St. Lawrence power marketing report. 


Cordially, 
Rosert Moses, Chairman. 


POWER AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., April 8, 1957. 
Hon. Jacog K. Javits, 
United States Senate, Washington, D. C. 

Dear Jack: This is a further reply to your letter of March 14, with which you 
enclosed a letter sent to you on February 27, by Clyde T. Bilis, general manager 
of the National Rural Electric Cooperative Association. 

The facts show that Mr. Ellis is 100 percent wrong in suggesting that the way 
the power authority marketed St. Lawrence power and proposes to market 
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Niagara power operates as a disservice to rural electric cooperatives, and that 
if a different method of marketing were pursued, a competitive situation could 
be created which would reduce power rates and increase consumption. 

Enclosed is a copy of a resolution adopted by the authority on February 4, 
1957, setting up a tentative preliminary allocation of Niagara power and a staff 
memorandum dated January 31, 1957, showing the basis for it. The resolution 
and the memorandum taken together, show that 100,000 kilowatts of St. Law- 
rence power have been committed and 325,000 kilowatts of Niagara power allo- 
cated to the municipals and rural electric cooperatives in the State. Of the 
325,000 Niagara kilowatts, 125,000—all they can handle—is set up for their 
immediate use, and 200,000 is withdrawable from utility companies. While a 
total of 425,000 kilowatts is thus tentatively designated for municipals and rural 
cooperatives, the total of 44 municipals and 5 cooperatives anywhere near the 
economic market area of the 2 projects now have a total load of only 127,000 
kilowatts. The 425,000 kilowatts will take care of their needs for at least 25 
years. 

The total present requirements of rural and domestic consumers served by 
private utilities in the economic market area is 1,100,000 kilowatts and will be 
3,600,000 kilowatts 25 years from now. One hundred and thirty-five thousand 
kilowatts of St. Lawrence power and 530,000 kilowatts of Niagara power, or a 
total of 665,000 kilowatts, is permanently allocated to them. 

Certainly it cannot be said that the authority is not making available to 
municipals and rural cooperatives all the power to which they are conceivably 
entitled. The sole justification of allocating so much power to municipals 
and rural cooperatives is that for the most part they do not have means of 
generation of their own. Their costs are higher because they have to purchase 
power from private utilities. 

As the enclosed memo shows, we are able to save municipals and rural co- 
operatives money. However, it also shows the wholesale cost of power is such 
a relatively small component of their total cost of doing business that they will 
not be able to reduce their rates substantially below those of private utilities 
serving the same areas. As a matter of fact, what we save them in most cases 
pretty nearly brings the rate down to what is being charged by private utilities. 
Therefore, this talk about competitive influence and yardsticks is not persuasive. 

The enclosed tables show that it would be completely impractical to build 
transmission lines in order to wheel power to the municipals and rural co- 
operatives because of the small amount of power which they use. We have 
spent upward of 2 years to persuade the Niagara Mohawk Power Corp. and the 
New York Electric & Gas Corp. to wheel power to them at what we consider to 
be eminently fair and reasonable rates. If it were not for this cooperation on 
the part of those companies, we would be unable to sell power to the municipals 
and rural cooperatives at rates which would do them any good whatsoever. 

In his letter to you Mr. Ellis stated that we were selling St. Lawrence power 
to Aleoa and Reynolds at about “5.4 mills per kilowatt-hour” and that we have 
offered to sell it to rural electric cooperatives for between 9 and 10 mills per 
kilowatt-hour, which he says “is outrageous.” He is wrong on both counts. 
The aluminum companies, using power around the clock 365 days a year near 
the site of generation, buy power for 4.04 mills per kilowatt-hour. They pay 
higher rates for power they take at lower load factors and use in fabricating. 
They also bear what transmission charges are involved in taking power short 
distances to their plants. 

Our rates are standard. Every customer pays the same for what he gets. 
Our rates for power at the point of generation at 50 percent load factor, which 
is just about the load factor of the cooperatives, is 5.4 mills per kilowatt-hour. 
Since the power must be transmitted to the cooperatives and losses in trans- 
mission as well as cost of transmission are .nvolved, the delivered cost to the 
cooperatives will be from 8.7 to 8.9 mills per kilowatt-hour. To get power to 
the three cooperatives who are able to take St. Lawrence power, all of which 
are somewhat beyond the St. Lawrence market area, and one of which is 194 
miles from the source, requires 78 miles of lines owned by the authority and 
also the facilities of 2 utility companies. Despite this the companies are wheel- 
ing the power for 2 mills per kilowatt-hour plus 25 cents per kilowatt for trans- 
forming it from 230,000 volts to 46,000 volts. 

Enclosed are maps indicating the location of municipals and cooperatives in 
Pennsylvania and Ohio. They are scattered all over both States and have rela- 
tively small loads. The tables show that it would be economically impossible 
to build lines to bring power to them. Even assuming complete cooperation by 
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the utility companies in western New York and in northern Pennsylvania, the 
only cooperatives or municipals to whom power could be brought at a rate to 
do any good whatsoever are a few in northern Pennsylvania. 

We will, of course, be happy to allocate a reasonable amount of power t 
Pennsylvania and Ohio, but this cannot be done practically unless and unti! 
those States enact legislation designating bargaining agencies with which we 
ean make firm contracts. We depend upon the sale of bonds to build the 
Niagara project and depend upon revenue from the sale of power to pay off the 
bonds. We cannot sell power outside the State except to agencies which have a 
right to purchase it and are able to pay for it. 

Vermont, New Hampshire, and Massachusetts all enacted legislation desig- 
nating bargaining agencies and we sold power to the one designated by Vermont 
Neither Pennsylvania nor Ohio has enacted any such legislation. No other 
State can conceivably have any interest in doing so. 

Mr. Ellis talks about the TVA area and the Pacific Northwest as if the situa 
tion there were comparable to that in western New York. Conditions there are 
so different that they don’t constitute any basis of comparison. Wihout going 
into the many points of dissimilarity, we must emphasize that one of the basic 
differences involves transmission. 

In Federal projects the cost of transmission lines is merged with the cost of 
the project, the money for all of which is supplied by the Government. The 
lines do not have to be self-sustaining. They are paid off over a 50-year period 
by revenues derived from the sale of power to all customers, regardless of the 
fact that only a limited number derive any benefit from them. 

On the other hand, under our law, transmission lines must stand on their own 
We cannot build them unless we can show prospective purchasers of bonds that 
revenue obtained from the use of the lines will pay off the bonds needed t 
finance them over a reasonable period—about 25 years. Unlike the Federal! 
situation, the cost to be paid off includes interest at going rates. Incidentally, 
the cost of right-of-way alone for transmission lines in the Niagara-Buffalo area 
may well exceed the total cost of building lines in the West. 

There is no point in attempting to encourage greater energy consumption ir 
the Niagara area because increase in consumption has already outstripped means 
of production. Mr. Ellis may be right in his statement that the New England- 
New York areas are plagued by high electric power rates, but our tables show 
that although we are selling municipals and cooperatives all the power they 
ean use and pay for, they will be unable to retail it at substantially lower prices 
than those charged by private companies. 

Cordially, 
Ropert Moses, Chairman 


UNITED STATES SENATE, 
COMMITTEE ON RULES AND ADMINISTRATION, 
Varch 14, 1957. 
Mr. Rosert MOSEs, 
Chairman, City of New York Slum Clearance Committee, 
New York, N. Y. 

Deak Bos: Enclosed is a letter I have received as a result of an exchange of 
correspondence from Mr. Clyde T. Ellis of the National Rural Electric Coopera 
tion Association. It seems to me we will be met with these very same argu 
ments on the floor when we face the fight for the Clark-Buckley bill as against 
our own. I would, therefore, very much appreciate your comments so that I 
may have the arguments available in preparation for testifying before the ap 
propriate committees and the ultimate debate. 

With warmest regards, 

Sincerely, 
Jacos K. JAVITS 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. C., February 27, 1957 
Hon. Jacop K. JAVItTs, 
Hon. Jacos K. Javits, 
United States Senate, Washington, D. C. 


DeaR SENATOR Javits: Thank you very much for your very kind letter of 


February 8, 1957, concerning the marketing of power from the St. Lawrence 
project and the proposed plan for marketing Niagara power. 
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do wish it were possible for us to support the bill sponsored by Senator 
Lves and yourself. We, however, feel that we cannot, in view of the pattern 
adopted for the marketing of St. Lawrence power, support any Niagara legis- 
jation which does not include an expressed Federal type preference for nonprofit 
type electric distribution systems. 

You may recall that we pleaded with the Federal Power Commission, at the 
time the St. Lawrence license was issued, to include in any such license a Fed- 
eral-type preference for the nonprofit utility systems in the area. It is our 
opinion that the interpretation placed by the power authority upon the rather 
vague preference in the Power Authority Act, will work a disservice not only 


upon the eet ae systems but upon the Northeast area as a whole. 


Most of the New England-New York area is plagued by high electric power 
rates. We feel that this high rate level will continue until some sort of com- 
petitive influence is established to convert power company sales philosophy from 
a concept of limited consumption at high rates to one of maximum consumption 
at low rates. 

In the TVA area and in the Pacific Northwest the profits of the investor- 
owned utility companies have actually been increased by a process of lowering 
retail and wholesale rates to encourage high levels of energy consumption. It 
is our Opinion that the valuable experience thus gained should be applied to 
other portions of the country although, of course, we do not necessarily favor 
the TVA type of legislation for New York State. 

As you probably know, the power companies, the Aluminum Company of Amer- 
ca and the Reynolds Aluminum Co, will be able under the St. Lawrence marketing 
plan, to purchase power at the low project rate of about 5.4 mills per kilowatt- 
hour while the rural electric cooperatives have been offered a rate on the St. 
Lawrence power of between 9 and 10 mills per kilowatt-hour which, in our opin- 
ion, is outrageous. 

We, therefore, reluctantly say that we cannot support any legislation which 
will, as in the St. Lawrence case, confer unlimited discretion on the power 
authority in the marketing of Niagara power. Our people feel an expressed 
guaranty that equitable benefits will be made available to the nonprofit systems 
is an indispensable element in any Niagara legislation which we support. 

Sincerely, 
CLYDE T. ELLis, General Manager 

Senator NEUBERGER. Senator Kuchel ? 

Senator Kucuen. | want to think about this a little bit. 

Senator NEUBERGER. Senator Cotton ? 

Senator Corron. [| have no questions at the moment. 

Senator Neupercer. I will go ahead with 1 or 2 while you peruse the 
halrmans statement. 

Mr. Moses, would you have any objection if the prov ision for grant- 
ne 445,000 kilowatts to the Niagara- Mohawk Co. were made only 
through the life of their license, 1971 ? 

Mr. Moses. They wouldn't accept that, and they would be crazy if 
they did. We couldn’t sell any bonds on that basis. 

Senator Neusercer. Why couldn’t you? 

Mr. Mosrs. Because nobody would buy them. 

Senator Neuspercer. Do you mean to tell me that if you granted 
them 445,000 kilowatts, the full quota of their power, for the full 
luration of their license, that they would not accept it? What then 
would they do 4 

Mr. Moses. I think that that is a question that you really ought to 
ask them. But the answer is “No, of course they wouldn't accept it.’ 
Moreover, I don’t agree with you as to the full length of the license. 
You heard counsel for the Federal Power Commission this morning. 


They have rights that can only be extinguished at enormous expense 


m 1971 if they don't agree. You can’t just throw them out. 
Senator Neunercer. He said that there was no precedent and he 
mtlined several alternatives that might apply. 
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Mr. Moses. He outlined also what the process was in determining 
what would have to be paid to them. 

Senator Neusercer. Isthat still insurmountable / 

Mr. Moses. Yes. 

Senator Neusercer. I still don’t understand why they should be 
given the 445,000 kilow: ae beyond the life of the license which was 
in existence even when their plant fell in, or when the rock cliff fell 
on it at Niagara Falls. 

Mr. Mosrs. Then I personally resent this talk about windfalls. 
These trustees are honest people. The five of them are all here. We 
are not interested in any windfalls and any giveaways. We are try 
ing to make an honest agreement with people: who have certain rights 
which can’t be extinguished. 

Mr. Poterrt. I would like to add a few words on that. It is not as 
simple, Senator, as you believe. The Niagara-Mohawk has certain 
rights under the Federal Power Act and the Niagara-Mohawk also 
has certain rights under legislative grants passed by the Legislature 
of the State of New York and approved by the Governor many years 
ago. 

We feel, as trustees, that selling 445,000 kilowatts at the same price 
that we sell to anybody else, and that power going to industry in 
western New York employing 35,000 to 40,000 people, and getting 2 
commitment from Niagara-Mohawk that they will relinquish every- 
body from any claims so that the power authority is not operating 
with a sword of Damocles that may amount to many, many millions 
of dollars of claims, the same potential claims exist against the Fed- 
eral Power Commission and against the State of New York, and you 
never could get along with the project. Just a moment. 

Secondly, a second consideration that I think should be borne in 
mind, by our power authority using all this power immediately we 
get much more power out of it because of the greater head. Instead 
of getting 445,000 kilowatts we immediately pick up an additional 
300,000 kilowatts or more which we can sell to other people and help 
carry on the project which will cost about $600,000,000 to execute. 

Mr. Mosss. Even if we could finance 

Senator Neusercer. What were the claims that you referred to that 
Niagara-Mohawk would have ? 

Mr. Porerrt. The claims are, one—I think Mr. Dick Martin who is 
here representing Niagara-Mohawk could explain them to you just 
as lucidly as C hairman Moses and I can—but I want you to know that 
the trustees, buttressed by very able counsel, studied this problem very 
thoroughly before we made the arrangement that is recommended 
by Governor Harriman that should be incorporated in S. 512—the 
claims are, they have claims under the Federal Power Act of sever- 
ance; they have a pretty good claim that the license can’t be termi- 
nated at 1971. Thatisaclaim. That isa lawsuit. 

Senator Neusercer. Who is that suit against ? 

Mr. Potertt. It will be a suit holding up the Federal Power Com- 
mission if they refuse to give an extension of the license after 1971, 
and tie the thing up in court for 2 or 3 years. When it comes to 
claims against the State of New York they have several legislative 
grants that they got from the legislature long before the power au- 
thority was ever c reated, giving them the right t to use this water. And 
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they could tie us up in court in New York State and we run the risk 
of damages being paid by the State of New York. _ 

What happens in the meantime? The power is being used by 
Canada, the industries in western New York are suffering now, and 
the—— 

Senator Neusercer. Do you mean that you couldn’t go ahead in 
view of litigation? Is that right? 

Mr. Potierti. And all these impending claims. 

Senator Neusercer. Do you know that for the past several years 
the Idaho Power Co. has been building a dam on the Snake River 
while a great deal of litigation has been pending in the State courts of 
Oregon, in both the Supreme Court and lower appellate courts of 
the United States, and they have been going ahead and floating bond 
issues for that? 

Mr. Poterrt. Who supplied the money ? 

Senator Neusercer. They have been floating bond issues. I don’t 
know what investment bank supplied the money. But they got the 
money. 

Mr. Poterri. In my judgment you will never be able to sell any 
power authority bonds, and I ask you to take it up with any lawyer or 
any financial house. It is absolutely impossible for New York State 
Power Authority to sell $600 million of bonds with all these open 
questions legally against the Federal Power Commission and against 
the State of New York. I don’t think you would ever be able to do it. 

Senator Neusercer. Just as a point of information. How do you 
think the Idaho Power Co. floated bonds with this litigation ? 

Mr. Moses. We don’t know anything about the Idaho Power Co. 
They are not revenue bonds. Our bond attorneys are represented here 
by Mr. Wood. 

Mr. Poterrt. Let me ask you, Senator—if this is a regular pro- 
cedure—did you give consideration to this: What is the power 
authority doing? They are selling at the same price 445,000 kilo- 
watts to go to industry which has been previously supplied by the 
Niagara-Mohawk. As to that industry, what shall we do? Abolish 
it? Clean it out of New York State? Destroy it? How are they 
going to live? They are employing 35,000 to 40,000 people with a lot 
of families and a lot of commercial interests and all sorts of interests 
depending upon the economic health of that area. And unless we get 
a bill and get on with this job, western New York is going to suffer 
very seriously. And you can’t sell bonds if you have hanging over 
the bond market these claims against the State of New York. 

Senator Neusercer. I would like to ask you a question, Governor. 

Mr. Poterrt. I wish you would. 

Senator NEuBerRGER. You come down here and you confront us with 
this emergency and you ask that some of us waive certain ideas which 
we have, and however poorly held they may be, they are our ideas 
about Federal power and public power philosophy, because of this 
emergency. 

Let me ask you this: Suppose a bill is not passed. Much good 
legislation and much bad legislation has failed at times in the Con- 
gress of the United States. What is Niagara-Mohawk going to do? 
Have they no intention of rebuilding that plant and supplying the 
customers ? 
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Mr. Moses. They can’t rebuild the plant at that location. If we 
were to attempt to build a plant without their power at the new 
location the cost of power would go up enormously. We can give you 
those figures. 

If there is a stalemate and industries move aw: 1y—they are repre- 
sented here and they can tell you how fast they w ill move away. The 
margin, as I stated in my statement, the margin between steam power 
and water power in the case of certain companies, certified to us by 
their heads, is so small that they would get disgusted and move away. 
I would like to call on Mr. Wood on this matter of the sale of the 
bonds. 

Senator Neupercer. Will you identify yourself? 

Mr. Woop. I am Franklin 8. Wood, of Hawkins, Delafield & Wood. 

All I ean do is reinforce what the chairman has said, and Governor 
Poletti. I think if there is any cloud on the right of the power 
authority, say in 1971 when the present rights of Ni: agara-Mohawk 
expire, it would certainly make it extremely “difficult if not impossible 
to sell revenue bonds at this time. I think people generally recognize 
that the bond market now is particularly tight. And to add to a 
problem such as this, which does cloud the whole right of the power 
authority to go ahead, would make the sale of bonds impossible. 

Senator Neusercer. Thank you, Mr. Wood. I would like to get 
the situation correct then to put on the record. 

The Schoellkopf plant was to all intents and purposes destroyed 
by a rockfall. The amount of power which the plant generated 
will be replaced with a similar amount of power provided w ith instal- 
iations built by the Power Authority of the State of New York, 
financed by revenue bonds. 

Mr. Mosrs. No. It will be a new plant entirely. It won't be re- 
built, and that is the wrong word. It will be built at a totally differ- 
ent location, it will be a much bigger plant, and as a result we will 
get very much more power. 

Senator Nevpercer. But the amount of energy that the Niagara 
Mohawk Co. had from their Schoellkopf plant—and I believe their 
Adams plant, if that is the correct name—will be replaced with an 
identical amount of energy by the New York State Power Authority. 

Mr. Moses. That is correct. 

Senator Neusrrcer. The company will receive that energy for 14 
more years under the license now in existence through 1971, and then 
for how many years besides? Sixteen years besides? Or indefi- 
nitely ¢ 

Mr. Moses. The life of the bonds is 30 years. I just indicated that 
we couldn’t make them any longer than that because of the competition 
with atomic energy at the end of that period. 

Senator NeuBercerR. So, in other words, the company whose plant 
was destroyed by the rockfall will secure the same amount of power 
they previously were generating; they will buy it from the power 
authority of the State of New York, and they will have it for 16 years 
beyond the life of their existing license from the Federal Power Com- 
mission. 

Mr. Moses. We don’t agree with your interpretation of the life of 
that license, or what would exist at the end of the life of that license. 

I thought there was an excellent statement made on the subject by 
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the representative, the counsel for the Federal Power Commission, on 
that subject. You can’t throw them out. You can’t extinguish their 
rights in 1971. 

“Mr. Potertt. I think it should also be pointed out, Chairman Moses, 
that. Niagara-Mohawk has this committment not for the term of the 
license that we will receive from the Federal Power Commission, 
which will run 50 years, but the agreement covers only the term of 
the bonds, which is 30 years. 

Senator Nevsercer. Do you have any questions, Senator Kuchel ? 

Senator Kucuen. Yes. First of all, I want to repeat what I said 
here this morning. It is always difficult. to pass legislation, I think, 
which affects primarily one State where the agents of the State are 
not in complete agreement. I presume to spe: ak for my State along 
with my colleague. I suppose if we differed, it would add to the 
confusion. 

Generally, in matters of reclamation legislation, I have always tried 
to follow first what the State government wants, and I think I sense 
here that the New York Power Authority is almost completely, but 
not actually completely, autonomous in this field. I recall part of the 
Harriman statement in which the Governor suggests that contracts 
for the sale of power by the authority would require his approval. 

If part of the disturbance in this committee revolves around the 
preference question, could I ask Mr. Moses what your interpretation, 
or what the interpretation of the New York Power Authority would 
be, with respect to the preference statute of the State of New York 
to the extent that you do have one / 

Wha does it cad of ? 

Mr. Moses. I don’t quite follow what you mean. It is perfectly 
clear what our statute says. When you get down to a question of 
whether it is in conflict with something else, that is another matter. 

Senator Kucue.. How does it read ? 

Mr. Moses. Do you mean, What is the provision of our law ¢ 

Senator Kucuer. Yes. In other words, if there is a preference 
statute 

Mr. Moses. You will find it in section 1004, subsection 5, and begin- 
ning with the second sentence. 

Shall I read it? 

Senator Kucnent. Could you summarize it, Mr. Moses? I don’t 
want to 

Mr. Mosgs. I will read it. 

Senator Kuctren. Read it slowly and we will see if we get any ques- 
tions answered. 

Mr. Moses. These are the duties and powers of the authority : 

To develop, maintain, manage, and operate those parts of the projects owned or 
controlled by it in such a manner as to give effect to the policy hereby declared— 
and all plans and acts, and all contracts for the use, sale, transmission, and 
distribution of the power generated by the said projects, shall be made in the 
light of, consistent with and subject to this policy—namely, that the projects 
shall be in all respects for the aid, improvement, and benefit of commerce and 
navigation in, through, along, and past the Niagara River, the St. Lawrence 
River, and the International Rapids section thereof, and that in the development 
of hydroelectric power therefrom such projects shall be considered primarily 
as for the benefit of the people of the State as a whole and particularly the 
domestic and rural consumers to whom the power can economically be made 
available 
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I want to stress those words— 


to whom the power can economically be made available. 

* * * and accordingly that sale to and use by industry shall be a secondary 
purpose, to be utilized principally to secure a sufficiently high load factor and 
revenue returns to permit domestic and rural use at the lowest possible rates 
and in such manner as to encourage increased domestic and rural use of electric- 
ity. In furtherance of this policy and to secure a wider distribution of such 
power and use of the greatest value to the general public of the State, the author- 
ity shall, in addition to other methods which it may find advantageous, make pro- 
vision so that municipalities and other political subdivisions of the State now 
or hereafter authorized by law to engage in the distribution of electric power 
may secure a reasonable share of the power generated by such project— 


and there again I want to read those words: 


to engage in the distribution of electric power may secure a reasonable share 
of the power generated by such project. 

* * * and shall sell the same or cause the same to be sold to such municipali- 
ties and political subdivisions at prices representing cost of generation, plus 
capital and operating charges, plus a fair cost of transmission, all as determined 
by the trustees, and subject to conditions which shall assure the resale of such 
power to domestic and rural consumers at the lowest possible price: Provided, 
however, That in disposing of hydroelectric power pursuant to and in furtherance 
of the aforementioned policy and purposes, appropriate provision may also be 
made to allocate a reasonable share of the project power to agencies created or 
designated by other States and authorized to resell the power to users under the 
same terms and conditions as power is disposed of in New York State. To that 
end the authority may provide in any contract or contracts which it may make 
for the sale, transmission, or distribution of the power that the purchaser, 
transmitter, or distributor shall construct, maintain, and operate, on such terms 
as the authority may deem proper, such connecting lines as may be necessary 
for transmission of the power from main transmission lines to such municipali- 
ties or political subdivisions. 

Senator Kucuen. Pursuant to that authority, I think Governor 
Poletti suggested that the New York Power Authority had entered 
into contracts with some of your municipalities and the like for such 
powers—— 

Mr. Moses. I would like to give you that picture, Senator. 

Mr. Porerri. Not some of them. All of them that are within the 
economic transmission distance. And I say in addition we have en- 
tered into contracts with three rural electric cooperatives that are 
outside. But we wanted to stretch, and we are supplving those 
municipalities and rural cooperatives their full needs, and we have 
made plans so that we are saving for them electricity to take care of 
their needs in the next 25 years. 

Now, in connection with that, may I read just one paragraph of 
a letter which Mr. Moses sent to Senator Clark: 

In selling St. Lawrence power and tentatively allocating power to be pro- 
duced at Niagara, we have committed 425,000 kilowatts to the municipal- 
ities and rural cooperatives to which it can be sold in New York, although their 
present total demands are only 127,000. This 425,000 represents their needs for 
25 years in the future. At the same time we have committed only 665,000 kilo- 
watts to private utilities which are now serving over 90 percent of the rural 
customers in the area whose combined requirements are 1,100,000 kilowatts and 
will need 3% million kilowatts in 25 years. 

I say that in the operation this power authority has been carrying 
out a recognition of the Power Authority Act by making sales to 
municipalities and also rural electric cooperatives. 

Senator Kucner. And to that extent, therefore, you have inter- 
preted the language of your State preference clause to include rural 
electric cooperatives ? 
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Mr. Poterri. That is correct. 

Senator Kucner. I am trying to see just what may be left to argue 
about between the two bills. For example, with the recommendation 
of Governor Harriman, relative to the sale to the private utility a 
block of power, I take it that there would be no disagreement between 
the proponents of both bills so far as the latter half of the Clark bill 
preference clause goes, and the similar provision for an outright sale 
to the private utility which is set forth in the Ives bill. 

Mr. Moses. I don’t follow that. 

Senator Kucuen. In other words, if your governor has suggested, 
with respect to this preference problem, as I think he has, that any 
legislation which is adopted by the Congress provide for the sale of 
a certain block of power to the private utility, then to that extent 
there is no difference, is there, between what the Governor wants and 
what the New York Power Authority wants? 

Mr. Mossrs. Oh, yes. 

Mr. Poterri. Not on the 445,000. 

Mr. Mosgs. Not on the 445,000. 

Senator Kucuen. Let’s see what we have left. In each of these 
bills I notice that there is provision for the Federal Government to 
get power. 

Mr. Potertr. And the authority has done so. We have sold some 
power to the United States airbase south of Plattsburgh, which is the 
only application we have received from the Federal installation. I 
don’t know of any other ones. 

Mr. Moses. Incidentally, while you are on that subject, to illustrate 
what we have done, we are building a transmission line to provide 
part of the power, the part that can’t be provided by the existing 
private company, and we are not allowed to parallel lines of existing 
companies. We can’t sell bonds to do it if we wanted to. So we have 
an agreement, and under that agreement we are building an addi- 
tional transmission system, but we are providing for 100,000 kilo- 
watts for development; we are providing for the city of Plattsburg, 
a municipality, and for the airbase referred to by Governor Poletti, 
and that gives you an illustration of taking care of a municipal 
system, a Federal Government agency, and a State, the only State 
that has money and can buy power and is within economic transmis- 
sion distance. And as we mentioned earlier this morning, Massa- 
chusetts and New Hampshire withdrew their applications with the 
Federal Power Commission on the basis of a report from Stone and 
Webster that they were beyond economic transmission distance in 
this part of the country, in New York. I don’t know anything about 
what economic transmission distances are in the Far West. 

Senator Kucuen. So that, so far as the New York Power Author- 
ity is concerned, it has interpreted the language that you just read 
to include the right to sell to the Federal Government ? 

Mr. Porerri. And rural electric cooperatives. 

Mr. Mosrs. It is our duty to sell them. And we anticipate that 
there will be an additional sale to the Federal Government which we 
are not at liberty to discuss because it hasn’t been officially decided. 
But we are prepared to furnish additional power, whatever the Fed- 
eral Government needs, as a primary matter. 

Senator Kucueit. Where do you substantiate that, Mr. Moses, in 
the law? Where do you draw from the law your responsibility as a 
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primary matter to sell power to the Federal Government? Was it in 
the language you read ? 

Mr. Mosgs. In the license to begin with, the FPC, and it doesn’t 
need to be anywhere else. 

Senator Kucnet. I want to find it. Because if the Heense adds 
some duty with respect to the sale of that electricity in addition to 
what your State law lays down, I think the record ought to have it. 

Mr. Poterrt. I think there is a provision in the license granted by 
the Federal Power Commission that speaks of Federal installations. 
Anyway, the policy that the power authority has been carrying out 
is to recognize Federal installations and to sell power to F ederal 
installations. 

Senator Kucuet. Would the authority file, if it is not too long or 
voluminous, or could we have available a copy of the license which 
the Federal Power Commission gave to the authority / 

I want to say, Mr. Chairman, that so far as this question of prefer- 
ence is concerned, it seems to me that the area of dispute is relatively 
minor. Of course it rests on what the interpretation is fe to the 
State statute on the subject, but as you read these 2 bills, 1 against 
the other, and then listen to the interpretation that has been made on it. 
at least I think the various proponents of these bills are a little closer 
together than they were 2 years ago. 

( The license referred to is as follows:) 


UNITED STATES OF AMERICA, FEDERAL POWER COM MISSION 
OPINION NO. 255 


IN THE MATTER OF POWER AUTHORITY OF THE STATE OF NEW YORK, 
Project No. 2000 


Adopted: July 10, 1953. Issued: July 15, 1953 


Before Commissioners: Jerome K. Kuykendall, Chairman: Dale E. Doty, 
Claude L. Draper, and Nelson Lee Smith. 


OPINION AND ORDER ISSUING LICENSE FOR MAJOR PROJECT 


By THE COMMISSION : 

The present proceeding is upon an amended application by the Power Author- 
ity of the State of New York for a license under section 4 (e) of the Federal 
Power Act covering certain power facilities to be located in the International 
Rapids section of the St. Lawrence River. The first application by the power 
authority was filed July 16, 1948. After hearings and an initial decision by the 
presiding examiner, the application was dismissed on December 19, 1950, for the 
reason, as set forth in accompanying opinion No. 203, that it then appeared desir- 
able to refer the matter to the 82d Congress under section 7 (b) of the act, where 
it was anticipated legislative action would be taken to authorize participation 
by the United States Government with the Government of Canada in the con- 
struction of the combined seaway and power project. 

Court review of this order for dismissal was sought by the power authority 
in the United States Court of Appeals for the District of Columbia Circuit, but 
the review was not pressed. Meanwhile, the 82d Congress adjourned without 
legislation being reported in either House of Congress to deal with the St. 
Lawrence development. Bills which would have authorized Federal participa- 
tion with Canada in the combined seaway and power development were defeated 
in House and Senate committees in the 82d Congress, notwithstanding active 
efforts to secure favorable consideration. The Commission thereupon joined 
with the power authority in asking that the court of appeals dismiss the review 
proceeding and return the application for further consideration under the 
Federal Power Act. The court review proceeding was dismissed as requested 
and the power authority on September 22, 1952, filed an amendment to the 
original application. 
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Hearings were held on the amended application December 1952, briefs were 
filed with and oral argument was heard by the presiding examiner, who, on 
May 12, 1953, filed his initial decision. We heard oral argument on the initial 
decision and the exceptions thereto and have considered such argument and 
exceptions and the record relating to this application. 

The power authority, an agency of the State of New York, proposes to con- 
struct and operate the Long Sault Dam near Massena, N. Y., connecting the 
mainland with the upstream end of Barnhart Island and to be located entirely 
within the United States; a powerhouse which would also act as a dam to be 
constructed from the foot of Barnhart Island to the midpoint of the main chan- 
nel of the St. Lawrence River, which midpoint is the boundary line between the 
United States and Canada; and that portion of the Iroquois Dam located on the 
United States side of the river some 27 miles upstream from the Long Sault 
Dam. The power authority also proposes to make certain channel improve- 
ments and to construct other works necessary on the United States side for the 
operation of its project. 

The Iroquois Dam was not proposed by the power authority in 1948, but 
that dam and the other facilities are all in conformity with the plans of the 
Army engineers, and the proposed structures would be built in accordance with 
what is known as the New York-Ontario power priority plan for the develop- 
ment of the International Rapids section of the St. Lawrence River. The facili- 
ties included within that plan which lie in Canada are to be constructed by 
the Hydro-Electric Power Commission of Ontario. 

In 1983, and again in 1941, it was proposed that the Governments of Canada 
and the United States join in the construction of the seaway and power facilities 
in this section of the river. Although the 1941 agreement was repeatedly brought 
before committees of Congress, it was not approved, and finally im 1952 the 
Canadian Government renounced its intention of proceeding under that agree- 
ment and stated that if the power facilities were constructed by some agency 
in the United States and a Canadian entity, the Government of Canada would 
undertake the construction of navigation facilities on the Canadian side. 

Complementary applications were filed by the two Governments with the 
International Joint Commission seeking approval of the construction of the 
power facilities in the International Rapids section and on October 29, 1952, 
that Commission issued its order of approval. A Joint Board of Engineers would 
be set up by the two Governments under the order of approval to supervise 
the construction in both countries. A Joint Board of Control would be estab- 
lished by the International Joint Commission, after construction, to insure 
compliance with the provisions of the order of approval relating to water levels 
and regulation of discharge. 

The creation of these two boards would remove any necessity for an agree- 
ment between the constructing and operating entities in the two countries in 
any formal sense. The Canadian Government has designated the Province of 
Ontario, which in turn designated Hydro-Electric Power Commission of Ontario 
as the Canadian agency for this purpose. The Hydro-Electric Power Commission 
of Ontario has announced its intention to proceed with the construction in Canada 
of the corresponding power facilities and has presented substantial evidence of 
the urgency with which it is faced in meeting the increased power demands which 
must be supplied in Canada and which could be met by the power output of the 
St. Lawrence power development so far as available in Canada. 

In view of the location of the Long Sault Dam entirely within the United 
States, it will be necessary for the Joint Board of Engineers to arrange for 
the payment by the Hydro-Electric Power Commission of Ontario of part of 
the costs in the United States, for under the International Joint Commission 
Order of Approval, the costs are to be equally shared between the two develop- 
ing entities. The Government of Canada has also announced that if the power 
facilities are constructed it will construct and operate the necessary facilities 
for 27-foot navigation on the Canadian side of the river throughout the Inter- 
national Rapids section. 

The St. Lawrence River drainage basin, some 303,000 square miles in extent, 
supplies a river which is unique among the large river systems in this continent. 
The five large storage reservoirs known as the Great Lakes so regulate the 
flow in the St. Lawrence River itself that the average actual discharge has been 
about 237,000 cubic feet per second, having a narrow range from a maximum 
monthly mean flow of 314,000 cubic feet per second to a minimum monthly flow 
of 144,000 cubic feet per second, a far smaller variation between high and low 
flows than prevails in other rivers of comparable flow. 
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From the Strait of Belle Isle in the Canadian Gulf of St. Lawrence to Duluth, 
Minn., there is a continuous waterway of about 2,347 miles. Proposals have 
been made both in Canada and the United States to make this vast waterway 
suitable for deepdraft navigation throughout its entire length, but this is a 
matter for which the two legislative bodies in each Government are primarily 
responsible. Suffice it to say, that if the facilities proposed by the power author- 
ity are constructed in the United States, and complementary facilities are con- 
structed in Canada, the seaway facilities in the International Rapids section 
ean be constructed either in the United States or Canada. If Congress decides 
to authorize participation by the United States in such navigation improve- 
ments, the investment by the United States for navigation will be substantially 
reduced by the construction of the power facilities proposed for construction as 
project No. 2000 under the Federal Power Act and authorized under the Inter- 
national Joint Commission Order of Approval. 

The location of the St. Lawrence River as an international boundary stream 
raises other questions in addition to the navigation improvement. It is claimed 
that because the proposed powerplant and the Iroquois Dam will be located 
partly in Canada and partly in the United States, a license under the Federal 
Power Act would be unlawful for two reasons: The licensee, a State agency, 
could not operate any of these facilities in partnership with an agency in another 
country; and a major license cannot be issued for only half a powerplant. 
because that would not constitute a complete unit of development within the 
definition of “project” in section 3 (11) of the act. 

As for the so-called partnership said to be required, the Order of Approval of 
the International Joint Commission, and indeed the very terms of the Boundary 
Waters Treaty of 1909, make it plain that that Commission is in full control of 
such construction and that no partnership as generally understood is required 
between the constructing and operating agencies in the two countries. The 
Government of each country has secured from the International Joint Com- 
mission an order providing the mechanics whereby both the construction and the 
operation of the development can be undertaken and carried on without difficulty. 

Any partnership, if it could even be called such, would exist only in the mutual 
purpose of each country to provide within its own boundaries and through a 
suitable agency those facilities which together will make possible the utiliza- 
tion of these water resources for the generation of electric power. Congress, 
through the Boundary Waters Treaty of 1909 and through the Federal Power 
Act, has provided the legal machinery whereby full authority or such construec- 
tion and operation may be secured within the United States. The maintenance 
and operation of the power facilities on each side of the international boundary 
under these authorizations would be merely one of the several activities provided 
for furtherance of the mutual interests recognized in the consummation and 
ratification of the Boundary Waters Treaty of 1909. 

In the second place, the licensing provisions of the Federal Power Act must 
be given a practical interpretation * and the Commission is authorized to issue 
a license for those projects and project works which will enable the licensee to 
develop and utilize the waterpower available at the site. The power facilities 
which the applicant proposes to construct in the United States will constitute a 
“part” of a complete unit of development only in the sense that water cannot 
be stored behind half a dam and only half of the Iroquois Dam and half of the 
Barnhart Island powerhouse (which will also act as a dam) lie within the 
United States. Nevertheless, this dam and powerhouse will each be a dam and a 
powerhouse to the extent they are constructed in the United States. With comple- 
mentary facilities constructed in Canada, they will enable the full development 
and utilization envisaged in the Federal Power Act and in the Order of Ap- 
proval of the International Joint Commission and without whose jurisdiction 
and guidance the facilities cannot be constructed or operated in either country. 

Question was also raised as to the legal authority of the applicant as an agency 
of the State of New York to accept a license under the Federal Power Act in the 
face of State constitutional and statutory provisions retaining in the State of 


1 The contention that the statutory definition of “project” is inflexibly in the conjunctive 
in referring to the elements of a complete unit of development is without merit. See, for 
example, U. 8. v. Appalachian Power Co. (311 U. S. 377, 426), where the Supreme Court 
pointed out that navigation facilities, although apparently called for by sec. 4 (e) in each 
project licensed may be omitted in the discretion of the Commission. Also the licenses 
issned for other projects show that the objections upon this ground cannot be followed as 
a practical matter. 
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New York ownership and control over the navigable waters of the State. It 
is said that section 14 of the Federal Power Act requires a licensee to agree to 
the “recapture” of its project at the end of the license period and this is 
incompatible with the refusal of the State to agree to alienation of either its 
property or its waters. 

The enabling act of the power authority, however, has been so drawn as to 
authorize expressly the acceptance of a license under the Federal Power Act, 
some of the amendments directed to this end having been adopted in 1951, after 
claims of insufficiency in this respect had been advanced by the presiding ex- 
aminer in 1949. Moreover, the State cannot by either its own constitution or by 
any statements of its legislature, prevent the exercising by the United States of a 
power granted by the Federal Constitution, nor, correlatively, can the Federal 
power Act confer upon the United States any rights to acquire State property if 
those rights are not derived from the Federal Constitution. 

Finally in this connection, it is obvious that the power authority has been given 
all of the statutory authority required under the Federal Power Act to agree 
that in the event the United States should at the expiration of the license period 
acquire the licensed project, the acquisition price shall be determined in ac- 
cordance with the formula prescribed in section 14. The claims of State law 
insufficiency, consequently, do not appear to be well founded. 

As to the distribution of power from this project, two comments need to be 
made at this time: This is a large and important waterpower resource in which 
the Nation is interested. Power from the proposed plant will cost less than 
power from other equivalent fuel-electric sources which could be constructed to 
serve the same market area. Under these circumstances, it is in the national 
interest to develop these water resources to serve broad public interests. In 
order to insure conformance with comprehensive plans of development, the power 
should be made available not only in New York State, where the generators are 
to be located, but within economic transmission distance in nearby States. Just 
where the feasible market area will lie is a matter for later determination. The 
licensee should make reasonable amounts of the power output available to 
neighboring States within this market area and in the event of disagreement over 
the allocations which it makes for other States, the Commission should reserve 
the right to determine what allocations are reasonable and to secure compliance 
with this requirement. Also, as requested by the State of Vermont, the licensee 
should be required to deal with whatever bargaining agency may be established 
in the neighboring States within the market area for the purposes of disposition 
of the power allocated to such States. 

The matter of discriminating between different classes of consumers—that is, 
those served by municipalities and cooperatives and those served by privately 
owned utilities—however, is an entirely different question. It has been urged 
that the Commission should require the licensee in selling power from the St. 
Lawrence plant to give preference to public bodies and cooperatives, in much the 
same manner as Congress has required preferential sales to public bodies and 
cooperatives in section 5 of the Flood Control Act of 1944 in the sales of power 
from some Federal plants. 

There is clearly no express authorization in the Federal Power Act for the 
Commission to require such preferential sales by a licensee and there are a 
number of provisions which indicate that the Commission is not given the right 
to impose such a condition upon a licensee. The general authorization carried 
in section 10 (g) of the act for the imposition of unspecified license conditions 
means, of course, that all of the conditions so imposed must be in conformity 
and consistent with the general purposes of the act (Federal Power Commission 
v. Idaho Power Company, 344 U. 8.17). 

It is in the examination of the other provisions of the act that difficulty is 
encountered in connection with the preference condition requested by some of 
the interveners in this proceeding. No rate preference is sought, but the request 
is made that the Commission include a preference clause similar to that imposed 
by Congress upon some Federal power sales to give public bodies and coopera- 
tives priority in service. 

By section 19 of the act, rate and service regulation over licensees is conferred 
upon the Commission only in the absence of a State agency authorized to provide 
such regulation. Section 19, however, by reason of the statutory definition of 
“person” does not refer to municipal licensees. The Power Authority of the 
State of New York is an agency of the State and the State legislature has seen 
fit to confer upon the authority full control over the service which it is to render 
and the rates which it is to charge for power from the St. Lawrence power 








100 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


project. It has already been held that the act does not confer upon the Com- 
mission any jurisdiction over the rates or services of a municipal licensee (The 
State of Washington y. Superior Court of the State of Washington for Chelan 
County, 208 Pac. 2d 849, appeal dismissed, 339 U. S. 907). 

The possibility of providing municipal preferences was not overlooked by 
Congress, for it gave such a preference in section 7 (a) of the act in the issuance 
of a license where there are conflicting applications of a municipality and a 
privately owned company. Congress also provided preferential treatment of 
municipal licensees in certain exemptions from the payment of annual charges 
under section 10 (e) of the act. The antithesis of a preferred service clause 
may be found in the antitrust prohibitions in section 10 (h) against restraints 
in trade, rates, and services. 

The statutory provisions of part I of the act would seem to negate any inten- 
tion by Congress to delegate to the Commission the right to impose a license 
condition for preferential service, particularly in the absence of any standards 
by which the Commission could determine when such a condition would be appro- 
priate and in the absence of a statutory policy basis for the accomplishment of 
some special purpose ( United States v. Chicago, etc., Ry. Co., 282 U.S. 311, 324). 

It is, moreover, significant that none of those who have advocated the inclu- 
sion of a service preference clause in a license for the development of the St. 
Lawrence River have pointed to any specific statutory basis for such a condition, 
nor have we found such a basis in our own examination of the Power Act. It 
is obvious, of course, that the Commission cannot lawfully impose conditions 
upon licensees which are not authorized by the Power Act since the preference 
condition is not expressly authorized and is out of harmony with the terms of 
that act, we find ourselves unable to impose it in this instance. 

One other matter should be taken care of in the license. The Aluminum Com- 
pany of America, through its subsidiary, the St. Lawrence River Power Co., 
now diverts water from the St. Lawrence River through its Massena Canal for 
use in its powerplant which discharges into the Grass River from whence the 
water returns to the St. Lawrence. The right to make this diversion for power 
use has not been established, but need not be passed upon in this proceeding. 
However, the Massena powerplant produces about 500 million kilowatt-hours 
of power a year, which is used for the production of aluminum. In addition, the 
diversion also supplies water for municipal and industrial use in the area. It 
would appear to be highly desirable to continue the diversion until the water so 
diverted can be used through the Barnhart Island plant. Since the latter plant 
will have more than twice the head that can be developed through the Massena 
plant, it is obvious that it would be uneconomic to continue the diversion 
through the Massena Canal for power purposes after the water can be put to 
more efficient use in the Barnhart Island powerhouse. 

Our order will require diversion facilities to be installed at the Massena 
Canal, but we do not propose in this proceeding to settle the question of who 
shall pay for the diversion facilities. There will be ample time after the issu- 
ance of = license, but prior to the construction of such diversion facilities, for the 
rights of the parties to be determined, and at this time we confine ourselves to 
the license requirements. 

With the conditions which we are including in the license, we conclude that the 
project proposed by the power authority will be best adapted to a comprehensive 
plan of development for the St. Lawrence River and that it is in the public 
interest that construction of the project shouid be started and completed as soon 
as practicable. The Commission further finds: 

(1) The application of the Power Authority of the State of New York under 
consideration was originally filed July 16, 1948, supplemented the following 
September and amended September 22, 1952. 

(2) The plant development proposed by the applicant is predicated upon the 
1942 final report of the United States Army Corps of Engineers on the St. 
Lawrence River project. 

(3) The proposed project would consist of 

A. All lands within the United States constituting the project area and enclosed 
by the project boundary or the iimits of which are otherwise defined, or interests 
in such lands necessary or appropriate for the purposes of the project, whether 


2A decision by one of the lower courts of the State of New York interpreting sec. 19 of 
the act also lends support to the proposition that a condition prescribing service preferences 
would not be consistent with that section of the act (Niagara Falls Power Co. v. Matthie (41 
NYS 2d 424) (1943)). 
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such lands or interests therein are owned or held by the applicant or by the 
United States; the general location of such project area being tentatively shown 
and described by certain exhibits which formed part of the application for license 
and the amendment thereto insofar as they show lands and project works within 
the United States and which are designated and described as follows: 

Exhibit J: Maps in four sheets: Sheet 1 (FPC No. 2000-4) ; sheets 6a and 6b 
(Ff PC Nos. 200-12 and -13) : and sheet 7 (FPC No. 2000-14). 

B. Principal structures located in the United States, comprising: A concrete 
eravity dam (designated as Long Sault) comprising two bulkhead sections and a 
gute-controlled spillway section, extending from the United States shore of the 
river in the vicinity of Massena, N. Y., to the upstream end of Barnhart Island; 
the portion within the United States of the concrete dam (designated as Iroquois) 
equipped with crest gates located on the St. Lawrence River at Point Rockway, 
about 6 miles west of the village of Waddington, N. Y.: the half within the United 
States ot the powerhouse (designated Barnhart Island powerhouse) with in- 
stallation of about 1,100,000 horsepower in 18 units of equal size; dikes for the 
protection of lands along the river; a reservoir with the maximum normal pool 
level at elevation 238 feet for initial operation and at elevation 242 feet after a 
test period of 10 years or less: and appurtenant works and faciilties; the loca- 
tion, nature, and character of which are more specifically shown by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of the 
application for license and the amendment thereto insofar as they show lands 
and project works within the United States and which are designated and 
described as follows: 

Exhibit L: Drawings in six sheets, comprising: Sheets 1 to 6 (FPC Nos. 
2000-6 to 2000-11). 

Exhibit L: Sheet 7 (FPC No. 2000-15). 

Exhibit M (supplement) : One printed page, with the exception of paragraph 
1 of page 1 which refers to the 1942 report on the St. Lawrence project by the 
Corps of Engineers, United States Army. 

Exhibit M (supplement): One printed page, with the exception of paragraph 
1 which refers to the 1942 report on the St. Lawrence River project by the Corps 
of Engineers, United States Army. 

C. All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located on the project area, includ- 
ing such portable property as may be used or useful in connection with the proj- 
ect or any part thereof, whether located on or off the project area, if and to the 
extent that the inclusion of such property, as part of the project is approved 
or acquiesced in by the Commission, also all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

(4) The Chief of Engineers, Department of the Army, and the Secretary of 
the Interior have reported on the application. 

(5) Complementary, but separate, applications were filed by the Governments 
of Canada and the United States with the International Joint Commission under 
the International Boundary Waters Treaty of 1909 for approval of the construc- 
tion and operation of the power facilities referred to in the joint report, dated 
January 3, 1941, of the Canadian Temporary Great Lakes-St. Lawrence Basin 
Committee and the United States St. Lawrence Advisory Committee, the pro- 
posed facilities being the same as those covered by the amended application for 
project No. 2000. 

(6) The requested order of approval was signed by the International Joint 
Commission on October 29, 1952. The Hydro-Electric Power Commission of On- 
tario has been named by the Government of Canada as the entity to undertake 
the construction of those works to be built in Canada as part of the project; and 
the order provides that the Government of the United States shall designate 
the entity to construct the complementary facilities on the United States side of 
the international boundary. 

7) The portion of the St. Lawrence River within the United States is a navi- 
gable water of the United States and is also subject to the jurisdiction of Con- 
gress as an international boundary water, as has heretofore been found by the 
Commission (9 F. P. C. 301 at 304). 

(8) The Power Authority of the State of New York is a corporate municipal 
instrumentality of the State of New York, existing by virtue of title 1, article 5, 
of the public authorities law, New York Laws of 1939, chapter 870, as approved 
June 15, 1939, and subsequently amended, and is a municipality within the 
meaning of the term as defined in the Federal Power Act. It has shown leg- 
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islative authority to apply for and to accept a Federal Power Act license for 
the proposed project. Notice of the application for project No. 2000 and of all 
amendments thereto has been given as required by law. 

(9) Project No. 2000, as proposed, would cost in the neighborhood of $266.5 
million, and the financing charges plus interest during construction would bring 
the total cost, under adverse financing conditions, to approximately $316 million. 
With this cost, the power authority could sell power from the project at rates 
which would be less than the cost of equivalent power from steam-electric gen- 
erating plants. Under these circumstances, the project is economically feasible 
and its power output would assist in meeting the power loads within the market 
area to which the power could be transmitted on an economic basis. The neces- 
sity for development of the power resources in this section of the river is urgent 
and immediate. 

(10) The applicant, power authority, has presented satisfactory evidence of 
its financial ability to construct and operate the proposed project No. 2000, 
including the testimony of an underwriting house that all of the necessary se- 
curities can be marketed at reasonable costs. 

(11) The installed generator capacity of the project hereinafter authorized 
is 940,500 kilowatts and the electric energy generated thereby would be utilized 
in New York and the neighboring States. 

(12) The Government of Canada has advised the Government of the United 
States that “it has concluded that it would no longer be practicable to revert 
to the terms of the 1941 agreement or to place that agreement before Parliament 
for approval.” The demand for power in the area to be served by the Inter- 
national Rapids power development is so urgent in Canada that the Canadian 
Government does not wish to engage in any deliberations which may delay the 
progress of the plan now underway for the construction of a power project in 
this section of the river. 

(13) The Canadian Government has given assurance to the Government of 
the United States that when all arrangements have been made to insure the 
completion of the power phase of the St. Lawrence project, the Canadian Gov- 
ernment will construct locks and canals on the Canadian side of the inter- 
national boundary, and will make all necessary improvements in the wholly 
Canadian section of the river to provide for deepwater navigation to the stand- 
ard specified in the proposed agreement between Canada and the United States 
for the development of navigation and power in the Great Lakes-St. Lawrence 
Basin, signed March 19, 1941, and in accordance with the specifications of the 
Joint Board of Engineers, dated November 16, 1926, and that such deepwater 
navigation shall be provided as nearly as possible concurrently with the com- 
pletion of the power phase of the St. Lawrence project. 

(14) Subsequent to June 30, 1952, the Canadian Parliament implemented its 
commitment to the United States by authorizing the St. Lawrence Seaway Au- 
thority, which would have the power and duty of constructing and operating 
seaway facilities. Prompt construction of the seaway is thus assured. More- 
over, the Canadian Government has indicated in a memorandum that it is pre- 
pared and willing to discuss United States participation in the seaway if the 
Government and Congress of the United States should so desire. 

(15) Upon the terms and conditions hereinafter imposed, the proposed project 
No. 2000 is best adapted to a comprehensive plan for the improvement and uti- 
lization of the International Rapids section of the St. Lawrence River for the 
use or benefit of interstate or foreign commerce, for the improvement and utiliza- 
tion of waterpower development, and for other beneficial public uses, including 
recreational purposes. 

(16) In accordance with section 10 (d) of the act, the rate of return upon 
the net investment in project No. 2000 and the proportion of surplus earnings 
to be paid into and held in amortization reserves are reasonable as hereinafter 
specified. 

(17) The maps and plans filed as part of the application, as amended, con- 
form to the Commission’s rules and regulations. 

(18) The St. Lawrence River Power Co. operates a hydroelectric powerplant 
maintained at the lower end of its Massena Canal and discharging into the 
Grass River, and also supplies water for the village of Massena and the alumi- 
num plants in the vicinity. It is not necessary in this proceeding to pass upon 
the claims of the power company of vested rights to make continued diversion 
of approximately 25,000 cubic feet per second, but provisions should be made for 
continued diversion of water through the dike in the vicinity of the Massena 
Canal during the period required for construction of the proposed project, with 
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the design of the diversion works and the rights and responsibilities of the power 
company to be left for future determinations. If desired by St. Lawrence River 
Power Co., such diversion facilities should remain in standby condition after 
completion of the project, at the expense of St. Lawrence River Power Co. and 
for use only in event of breakdown or other emergency making it impossible 
for licensee to utilize all of the United States share of the river flow through 
the project works. 

(19) The project here proposed, because of the fall involved, and the com- 
paratively low ratio between high monthly flows and low monthly flows in the 
St. Lawrence River, is a source of potentially low-cost hydroelectric generation 
which, as u national resource of the entire northeastern region of the United 
States, should be made available on an equitable basis to consumers in those 
parts of New York and other portions of the United States within economic 
transmission distance of the powerhouse. 

(20) This Commission may and should require that hydroelectric energy 
developed by waters of the International Rapids section of the St. Lawrence 
River be made available on an equitable basis to consumers in the United States, 
outside the State of New York, but within economic transmission distance of 
the project. 

(21) It is desirable that the New York Power Authority, during the period 
of construction, carry on negotiations with public utilities and other distributors 
in other States, and in any case where such State shall have provided a bargain- 
ing agency for the procurement of such power, the licensee shall negotiate only 
with such agency for the sale of energy to be used in that State. 

(22) Under the provisions of section 20 of the act, this Commission has juris- 
diction, if the States through their proper agencies are unable to agree upon 
the services to be rendered and the proportion of electric energy generated by 
the project which shall be made available to consumers in each State, to regulate 
and control the apportionment of said electric energy equitably to and among 
the distributors, and State agencies, within economic transmission distance, 
provided that hearings for such allocation may and should be held upon appli- 
cation of any interested State or State bargaining agency. 

(23) The public interest requires that a provision, requiring sale of an equi- 
table portion of the electric energy generated at the project to consumers outside 
the State of New York, be required in accordance with the procedures heretofore 
described. 

(24) The Power Authority of the State of New York proposes in the sale of 
electric energy to give preference to sales for eventual use by domestic and rural 
consumers. There is no evidence in this record that existing distributing com- 
panies, including privately and publicly owned utilities, are not physically and 
financially able to extend service to all rural and domestic consumers seeking 
to purchase electric energy at points where delivery is economically feasible 
within economic transmission distance of the project on the United States side of 
the St. Lawrence River. The preference for rural and domestic consumers 
carried in the New York State law under which the power authority must dis- 
tribute power is equitable and in the public interest and it does not appear that 
the Federal Power Act authorizes imposition of a preference clause similar to 
that imposed in the sale of power from some Federal powerplants. 

(25) There is no evidence that public interest would be served by the require- 
ment for further study by the power authority of the alleged rights and claims 
of owners of property bordering upon Lake Ontario as a prerequisite to the 
issuance of a license in this proceeding. 

(26) The market for electric energy which will be developed in the normal 
course of events during the period of construction of the project will more than 
absorb the electric energy to be generated by the project. 

(27) In the construction of additional facilities for the generation of electric 
energy, it is desirable that, to the extent it is authorized to do so, the Commission 
shall provide for the development and use of natural resources in the most 
economic and efficient manner possible. 

(28) The applicant has shown satisfactory evidence of compliance with the 
requirements of the laws of the State of New York with respect to bed and banks, 
and to the appropriation and diversion or use of water for power purposes, and 
with respect to the right to engage in the business of developing, transmittting, 
and distributing power, and in any other business necessary to effect the pur- 
poses of a license under the act. 

(29) The initial scale of annual charges to be paid by the applicant to this 
Commission should be at the rate of 1 cent per horsepower on the computed 
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installed generator capacity (1,250,000 horsepower), plus 2% cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar year 
for which the charge is made. 

(30) The Power Authority of the State of New York does not by its present 
application propose to construct any transmission lines. However, the said 
authority is now authorized by State law to contract for use of transmission 
lines, and if unable to obtain the proper contracts for the use of presently con- 
structed transmission lines and the movement of electric energy generated at the 
project, the authority may, under section 1005, subsection 7, of its enabling act, 
erect, maintain and operate transmission lines necessary for the delivery of 
electric energy to its customers. 

(31) No evidence was presented on behalf of the St. Lawrence project con- 
ference; it has not established the fact or law from which the nature and 
Validity of its alleged rights and interests may be determined in the issuance of 
a license for the St. Lawrence development, and therefore it is not properly a 
party to the proceeding. 

The Commission orders: 

(A) This license is issued to the Power Authority of the State of New York 
(an agency of the said State) under section 4 (e) of the Federal Power Act for 
a period of 50 years, effective as of the first day of the month in which its 
proper acceptance is filed with the Commission, for the construction, operation, 
and maintenance of Project No. 2000 in the International Rapids section of the 
St. Lawrence River, subject to the terms and conditions of the act which is 
incorporated by reference as a part of this license, and subject to such rules and 
reguiations as the Commission has issued or prescribed under the provisions of 
the act. 

(B) This license shall also be subject to the following terms and conditions: 

Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license, until such change shall have 
been approved by the Commission: Provided, however, That if the licensee or the 
Commission deems it necessary or desirable that said approved exhibit, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits thereto- 
fore made a part of the license as may be specified by the Commission. 

Article 3. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in article 2 herein or as changed in 
accordance with the provisions of said article. Except when emergency shall 
require for the protection of navigation, life, health, or property, no substantial 
alteration or addition not in conformity with the approved plans shall be made 
to any dam or other project works under the license without the prior approval of 
the Commission: and any emergency alteration or addition so made shall there- 
after be subject to such modification and change as the Commission may direct. 
Minor changes in the project works or divergence from such approved exhibits 
may be made if such changes will not result in decrease in efficiency, in material 
increase in cost, or in impairment of the general scheme of development: but 
any of such minor changes made without the prior approval of the Commission, 
which in its judgment have produced or will produce any of such results, shall 
be subject to such alteration as the Commission may direct. The licensee shall 
comply with such rules and regulations of general or special applicability as the 
Commission may from time to time prescribe for the protection of life, health, 
or property. 

Article 4. The construction, operation, and maintenance of the project and any 
work incident to additions or alterations shall be subject to the inspection and 
supervision of such officer or agent as the Commission may designate, who shall 
be the authorized representative of the Commission for such purposes. The 
licensee shall furnish to said representative such information as he may require 
concerning the construction, operation, and maintenance of the project. and of 
any alteration thereof, and shall notify him of the date upon which work will 
begin, and as far in advance thereof as said representative may reasonably 
specify, and shall notify him promptly in writing of any suspension of work for 
a period of more than 1 week, and of its resumption and completion. The 
licensee shall allow him and other officers or employees of the United States, 





000 
ear 


sent 
said 
sion 
-on- 
the 
act, 
of 


‘on- 
and 
> of 
ya 


ork 
for 
its 
ion, 
the 
1 is 
and 
$ of 


ns: 


ion, 


ica- 
the 
ave 
the 
Any 
val 
sed 
the 


eto- 


lity 
in 
hall 
tial 
ade 
lof 
Pre- 
ect. 
bits 
rial 
but 
ion, 
hall 
hall 
the 
Ith, 


ALY 
and 
all 
The 
lire 
1 of 
will 
bhy 
for 
The 


tes, 





DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 105 


showing proper credentials, free and unrestricted access to, through, and across 
the project lands and project works in the performance of their official duties. 

Article 5. Upon the completion of the project, or at such other time as the 
Commission may direct, the licensee shall submit to the Commission for ap- 
proval revised maps, plans, specifications, and statements insofar as necessary 
to show any divergence from or variation in the project area and project boun- 
dary as finally located or in the project works as actually constructed when 
compared with the area and boundary shown and the works described in the 
license or in the maps, plans, specifications, and statements approved by the 
Commission, together with a statement in writing setting forth the reasons 
which in the opinion of the licensee necessitated or justified variations in or 
divergence from the approved maps, plans, specifications, and statements. Such 
revised maps, plans, specifications, and statements shall, if and when approved 
by the Commission, be made a part of the license under the provisions of 
article 2 hereof. 

Article 6. For the purpose of determining the stage and flow of the stream 
or streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the effec- 
tive head on the turbines, the licensee shall install and thereafter maintain 
such gages and stream-gaging stations as the Commission may deem necessary 
and best adapted to the requirements; and shall provide for the required read- 
ings of such gages and for the adequate rating of such stations. The licensee 
shall also install aind maintain standard meters adequate for the determination 
of the amount of electric energy generated by said project works. The number, 
character, and location of gages, meters, or other measuring devices, and the 
method of operation thereof, shall at all times be satisfactory to the Commis- 
sion and may be altered from time to time if necessary to secure adequate 
determinations, but such alterations shall not be made except with the approval 
of the Commission or upon the specific direction of the Commission. The in- 
stallation of gages, the ratings of said stream or streams, and the determina- 
tion of the flow thereof, shall be under the supervision of, or in cooperation 
with, the Corps of Engineers, Department of the Army, having charge of 
stream-gaging operations in the region of said project, and the Licensee shall 
advance to the Corps of Engineers the amount of funds estimated to be neces- 
sary for such supervision or cooperation for such periods as may be mutually 
agreed upon. The licensee shall keep accurate and sufficient record of the 
foregoing determinations to the satisfaction of the Commission, and shall make 
return of such records annually at such time and in such form as the Commis- 
sion may prescribe. 

Article 7. So far as is consistent with proper operation of the project, the 
licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent lands owned by the licensee for the purpose of full public 
utilization of such lands and waters for navigation and recreational purposes, 
including fishing and hunting, and shall allow for such purposes the construction 
of access roads, wharves, landings, and other facilities on its lands the occupancy 
of which may in appropriate circumstances be subject to payment of rent to 
the licensee in a reasonable amount: Provided, That the licensee may reserve 
from public access such portions of the project waters, adjacent lands, and 
project facilities as may be necessary for the protection of life, health, and 
property and, Provided further, That the licensee’s consent to the construction 
of access roads, wharves, landings, and other facilities shall not without its 
express agreement place upon the licensee any obligation to construct or maintain 
such facilities. 

Article 8S. Insofar as any material is dredged or excavated in the prosecution 
of any work authorized under the license, or in the maintenance of the project, 
such material shall be removed and deposited so it will not interfere with navi- 
gation, and will be to the satisfaction of the district engineer, Department of 
the Army, in charge of the locality. 

Article 9. In the construction and maintenance of the project works, the 
licensee shall place and maintain suitable structures and devices to reduce to 
a reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the licensee, and 
shall also place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of any structures or wires falling and obstructing 
traffic and endangering life on highways, streets, or railroads. 
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Article 10. Whenever the United States shall desire to construct, complete, 
or improve navigation facilities in connection with the project, the licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of-way 
and such right of passage through its dams or other structures, and permit 
such control of pools as may be required to complete and maintain such naviga- 
tion facilities. 

Article 11. The licensee shall furnish free of cost to the United States, power 
for the operation and maintenance of navigation facilities at the voltage and 
frequency required by such facilities and at a point adjacent thereto whether 
said facilities are constructed by the licensee or by the United States. 

Article 12. The operation of any navigation facilities which may be con- 
structed as a part of or in connection with any dam or diversion structure 
constituting a part of the project works shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the 
control of the level of the pool caused by such dam or diversion structure, as 
may be made from time to time by the Secretary of the Army. Such rules and 
regulations may include the construction, maintenance, and operation ‘by the 
licensee, at its own expense, of such lights and signals as may be directed by 
the Secretary of the Army. 

Article 13. The United States specifically retains and safeguards the right 
to use water in such amount, to be determined by the Secretary of the Army, 
as may be necessary for the purposes of navigation on the navigable waterway 
affected ; and the operations of the licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Secretary of the 
Army may prescribe in the interest of navigation, and as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes ; and 
the licensee shall release water from the project reservoir at such rate in cubie 
feet per second, or such volume in acre-feet per specified period of time, as the 
Secretary of the Army may prescribe in the interest of navigation, or as the 
Commission may prescribe for the other purposes hereinbefore mentioned. 

Article 14. The actual legitimate original cost of the original project, and 
of any addition thereto or betterment thereof, shall be determined by the Com- 
mission in accordance with the act and the Commission’s rules and regulations 
thereunder. 

Article 15. After the first 20 years of operation of the project under the 
license, 6 percent per annum shall be the specified rate of return on the net 
investment in the project for determining surplus earnings of the project for 
the establishment and maintenance of amortization reserves, pursuant to sec- 
tion 10 (d) of the act; one-half of the project surplus earnings, if any, ac- 
cumulated after the first 20 vears of operation under the license, in excess of 6 
percent per annum on the net investment, shall be set aside in a project amortiza- 
tion reserve account as of the end of each fiscal year: Provided, That, if and to 
the extent that there is a deficiency of project earnings below 6 percent per annum 
for any fiscal year or years after the first 20 years of operation under the 
license, the amount of such deficiency shall be deducted from the amount of 
any surplus earnings accumulated thereafter until absorbed, and one-half of the 
remaining surplus earnings, if any, thus cumulatively computed, shall be set 
aside in the project amortization reserve account; and the amounts thus estab- 
lished in the project amortization reserve account shall be maintained therein 
until further order of the Commission. 

Article 16. No lease of the project or part thereof whereby the lessee is 
granted the exclusive occupancy, possession, or use of project works for pur- 
poses of generating, transmitting. or distributing power shall be made without 
the prior written approval of the Commission; and the Commission may, if 
in its judgment the situation warrants, require that all the conditions of the 
license, of the act, and of the rules and regulations of the Commission shall be 
applicable to such lease and to such property so leased to the same extent as 
if the lessee were the licensee: Provided, That the provisions of this article 
shall not apply to parts of the project or project works which may be used 
by another jointly with the licensee under a contract or agreement whereby the 
licensee retains the occupancy, possession, and control of the property so used 
and receives adequate consideration for such joint use, or to leases of land 
while not required for purposes of generating, transmitting or distributing 
power, or to buildings or other property not built or used for said purposes, 





te, 
all 


ay 
nit 
Ba- 


rer 
nd 
1er 


on- 
ire 
ich 
the 

as 


DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 107 


or to minor parts of the project or project works, the leasing of which will not 
interfere with the usefulness or efficient operation of the project by the licensee 
for such purposes. 

Article 17. The licensee, its successors and assigns will, during the period of 
the license, retain the possession of all project property covered by the license 
as issued or as later amended, including the project area, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use; and 
none of such properties necessary or useful to the project and to the develop- 
ment, transmission, and distribution of power therefrom will be voluntarily 
sold, transferred, abandoned. or otherwise disposed of without the approval of 
the Commission: Provided, That a mortgage or trust deed or judicial sales made 
thereunder, or tax sales, shall not be deemed voluntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in section 14 of the act, 
or is transferred to a new licensee under the provisions of section 15 of the act, 
the licensee, its successors and assigns, will be responsible for and will make 
good any defect of title to or of right of user in any of such project property 
which is necessary or appropriate or valuable and serviceable in the mainte- 
nance and operation of the project, and will pay and discharge, or will assume 
responsibility for payment and discharge, of all liens or encumbrances upon 
the project or project property created by the licensee or created or incurred 
after the issuance of the license: Provided, That the provisions of this article are 
not intended to prevent the abandonment or the retirement from service of 
structures, equipment, or other project works in connection with replacements 
thereof when they become obsolete, inadequate, or inefficient for further service 
due to wear and tear, or to require the licensee, for the purpose of transferring 
the project to the United States or to a new licensee, to acquire any different 
title to or right of user in any of such project property than was necessary 
to acquire for its own purposes as licensee. 

Article 18. The terms and conditions expressly set forth in the license shall 
not be construed us impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 

Article 19. In the design, construction, maintenance, and operation of the 
project covered by this license, the licensee shall comply with all applicable pro- 
visions and requirements of the order of approval (International Joint Commis- 
sion Docket 68) issued October 29, 1952, by the International Joint Commission 
to the Governments of the United States and Canada for the construction of 
certain works for the development of power in the International Rapids section 
of the St. Lawrence River. 

Article 20. The licensee shall commence construction of the project works 
within 1 year from the effective date of the license, shall thereafter in good 
faith and with due diligence prosecute such construction, and shall complete the 
propect and place it in operation within 7 years after construction is commenced. 

Article 21. Not less than 3 months prior to starting construction of the dikes 
within the United States upstream from the Long Sault Dam and for the dike 
and any other works in the vicinity of the entrance to the existing Massena Canal 
and Richards Landing, the licensee shall submit for Commission approval, ex- 
hibit L, general design drawings for such structures in accordance with the 
Commission’s rules and regulations. 

Article 22. Subject to the further order of the Commission, the licensee shall 
provide intake facilities leading to the Massena Canal and, within 1 year from 
the effective date of this license, the licensee shall submit to the Commission a 
report on the feasibility of providing works to permit the continued operation 
of the Massena hydroelectric project of the St. Lawrence River Power Co. during 
the construction of the project covered by this license and at times when the 
project under this license cannot utilize all flow of the St. Lawrence River avail- 
able to the project: Provided, however, That this license requirement shall not 
be construed as deciding at this time what rights, if any, the St. Lawrence River 
Power (o. may have to divert water from the St. Lawrence River through the 
Massena Canal or to maintain and operate its generating facilities as Massena, 
whether the licensee should pay for the entire intake facilitates leading to the 
canal, or whether the St. Lawrence River Power Co. should pay for such por- 
tion of the cost of such intake facilities as may be in excess of the cost of an 
adequate dike structure at such location as would be most economic but without 
intake facilities. 

Article 23. The licensee shall file for approval in accordance with the Commis- 
sion’s rules and regulations supplemental exhibit F, detail statement of project 
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lands, and exhibit K, detail maps of project area and project boundary, within 
3 years of the effective date of the license. 

Article 24. The Commission reserves the right to determine at a later date 
what transmission facilities are a part of the project and are to be included 
in the license for the project. 

Article 25. Unless otherwise ordered by the Commission after further con- 
sideration of the reduction in stage to elevation 238, the licensee shall, prior to 
flooding the reservoir, clear all lands in the bottom and margin of the reservoir 
below elevation 249 feet, from Chimney Point to the Barnhart Island power- 
house, and shall dispose of all temporary structures, unused timber, brush, fences, 
buildings, refuse, and other undesirable materials, or flammable material result- 
ing from the clearing of the lands, or from the construction and maintenance of 
the project works. In addition, all trees along the margins of the reservoir 
which may die from its operation shall be removed. The clearing of the lands 
and the disposal of the material shall be done with due diligence and to the 
satisfaction of the authorized representative of the Commission. 

Article 26. The licensee shall construct, maintain, and operate such fish-pro 
tective devices and shall comply with such reasonable modifications of project 
structures and operations in the interest of fish and wildlife resources as may 
be hereafter prescribed by the Commission upon the recommendation of the 
Secretary of the Interior. 

Article 27. The licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the costs of admin 
istration of part I of the act, 1 cent per horsepower on the authorized in 
stalled generator capacity (computed at 1,250,000 horsepower) plus 2% 
cents per 1,000 kilowatt-hours of gross energy generated by the project during 
the calendar year for which the charge is made. 

Article 28. The licensee shall make a reasonable portion of the power capacity 
and a reasonable portion of the power output available for use within the eco 
nomic market area in neighboring States and shall cooperate with agencies in 
such States to insure compliance with this requirement. In the event of disagree 
ment between the licensee and the power marketing agencies (public and private) 
in any of the other States within the economic market area, the licensee further 
agrees that the Commission may determine and fix the applicable portion of 
power capacity and power output to be made available hereunder and the terms 
applicable thereto: Provided, That if any State shall have designated a bargain- 
ing agency for the procurement of such power capacity and power output on 
behalf of such State, the licensee shall cooperate and deal only with such agency 
in that State. 

(C) The exhibits listed and described in finding (3) above are approved and 
made a part of the license insofar us they show lands and project works within 
the United States. 

(ID) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 318 (a) of the act. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order, or, in the event an appeal be taken, within 60 days from the date 
when this order, under the Commission's rules becomes the act of the Commission. 

By the Commission. 

LEON M. Fuquay, 
Secretary. 

Adopted: July 10, 1953. 

Issued: July 15, 1953. 

In testimony of acceptance of all the provisions, terms, and conditions of this 
license, Power Authority of the State of New York, this 3d day of November 
1953, has caused its corporate name to be signed hereto by John E. Burton, its 
chairman, and its corporate seal to be affixed hereto and attested by Smith 
Johnson, its executive secretary, pursuant to a resolution of its board of trustees 
duly adopted on the 5th of August 1953, a certified copy of the record of which 
is attached hereto. 

POWER AUTHORITY OF THE STATE OF NEW YORK, 
By Joun E. Burton, Chairman. 


Attest : 

[SEAL] SMITH JOHNSON, 
Harecutive Secretary. 

[ SHAL] 


(Executed in quadruplicate. ) 
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PoWER AUTHORITY, STATE OF NEW YORK 
TRANSCRIPT FROM RECORDS OF THE MINUTES OF THE BOARD OF TRUSTEES 


The chairman reported that under date of July 15, 19538, the Federal Power 
Commission had transmitted to the authority for execution and formal accept- 
ance a license for the St. Lawrence development, project No. 2000, for which a 
license application had been authorized by resolution of the trustees adopted 
July 9, 1948. The chairman further reported that the issuance of said license 
had been authorized by order of the Federal Power Commission adopted July 10, 
1953, and that it appeared appropriate for the trustees to accept the license 
tendered according to its terms. The chairman presented a copy of the license 
which was ordered filed with the records of the meeting. 

After discussion, upon motion duly made by Trustee Bell, seconded by Trustee 
Powell, and carried by the affirmative vote of all trustees, the following resolu- 
tion was adopted 

“Resolved, That the power authority accept the license in respect to its pro- 
posed hydroelectric development in the International Rapids section of the St. 
Lawrence River, issued July 15, 1953, by the Federal Power Commission pursuant 
to its opinion and order No. 255 adopted July 10, 1955; that the chairman of the 
board is hereby authorized in behalf of the authority to take such steps as may 
he necessary to accept such license at such time as he deems appropriate pursu- 
ant to its terms; that the said chairman of the board is further hereby authorized 
to sign his name in acceptance of the license in behalf of the authority ; and that 
the secretary of the authority is hereby authorized to attest the same and to 
affix the seal of the authority thereto and to cause three executed counterparts 
of the form of acceptance attached to the said license to be transmitted to the 
Federal Power Commission.” 


CERTLFICATLION 


I, Sinith Johnson, secretary of the Power Authority of the State of New York, 
a body corporate and politic, a political subdivision of the State, exercising 
governmental and public powers, hereby certify : 

(1) That a meeting of the board of trustees of the power authority was duly 
called and held in New York City on August 5, 1953, upon due notice to all 
members thereof pursuant to law and the bylaws of the authority ; 

(2) That a quorum of the board of trustees was present at said meeting and 
acted throughout; 

(3) That at said meeting a resolution, a true, correct, and complete copy of 
which is annexed hereto, was duly adopted by the board of trustees; 

(4) That said resolution has not been in any respects amended, rescinded, or 
annulled, but remains in full force and effect ; and 

(5) That as the secretary of the board of trustees I am authorized to certify 
as to the acts of the board of trustees and to affix the seal of the authority to 
the form of acceptance attached to the license issued to the power authority 
by the Federal Power Commission on July 15, 1953, pursuant to order and 
opinion of the Commission duly adopted July 10, 1953. 

In witness whereof, I have hereto subscribed my name and affixed the seal of 
the authority this 3d day of November, 1953. 

[SEAL] SMITH JOHNSON, Secretary. 


UNITED STATES OF AMERICA, FEDERAL POWER COMMISSION 
IN THE MATTER OF POWER AUTHORITY OF STATE OF NEW YORK, PROJECT NO. 2000 


SEPTEMBER 10, 1953. 
NOTICE OF EXTENSION OF TIME 


Upon consideration of the request of the general counsel of the Power Author- 
ity of the State of New York for an extension of time for acceptance of the license 
issued July 15, 1953, in the above-entitled matter ; 

Notice is hereby given that the provision in paragraph (D) in said license 
order issued July 15, 1953, that acknowledgement of the acceptance of license 
shall be signed by the licensee and returned to the Commisison within 60 days 
from the date of issuance of said order is hereby amended to provide that such 
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acknowledgement and return to the Commission shall be made on or before 


November 5, 1953. 
[SEAL] Leon M. Fuquay, Secretary. 


IN THE MATTER OF POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT NO. 2000 


Smiru, Commissioner, concurring: 

L am in full agreement with the majority that this license should be issued and 
the construction started without further delay. By issuing a license to the 
Power Authority of the State of New York for the development of hydroelectric 
energy in the International Rapids section of the St. Lawrence River, the 
Commisison is at long last advancing the time when the enormous waterpower 
resources there available can be utilized in the public interest to meet in a most 
economical fashion the greatly increasing needs of the area in which this energy 
will be distributed. 

As abundantly appears from the opinion of the Commission, substantially the 
same factors which are now said to justify the licensing of this project were 
present 2% years ago when the Commission refused to issue a license for prac- 
tically the same project to this same applicant." When it is realized that the 
average annual power output of some 12,600 million kilowatt-hours is expected 
to be worth over $80 million a year, it becomes clearly apparent how unfortunate 
it is that this authorization was not granted in December 1950, when the Com- 
mission saw fit merely to refer the matter to Congress, where proposals for Fed- 
eral participation with Canada in the combined power-seaway project had lain 
dormant over the past several decades. Whatever the basis for then insisting 
that no start be made toward providing for the power project unless and until 
the navigation project were simultaneously authorized, it seems clear that the 
basic purpose of the Federal Power Act to foster and encourage the utilization 
of Federal power resources has not been served by this delay, nor has the economy 
of the market areas, either in Canada or in the United States, been advanced by 
the failure to make a start toward providing this substantial block of badly 
needed low-cost power. 

The feature which was then said to warrant reference to Congress—namely, 
the prospect of at the same time providing for a deepwater seaway—has always 
been a question for determination by the Congress; it remains so at this time. 
The facilities which the Commission is now authorizing will be fully compatible 
with the subsequent construction of a seaway, either in the United States if 
Congress so decides, or in Canada. This was equally true in December 1950. 

One of the objections raised by the examiner when he recommended rejection 
of the State’s application in December 1949, was directed to certain imperfec- 
tions which he thought were present in the Enabling Act creating the Power 
Authority of the State of New York. If there were then imperfections in the 
State legislation (as to which there was some difference of opinion)* they could 
readily have been taken care of, as was pointed out at that time, by insertion 
in the license to be accepted by the State agency of conditions which the Com- 
mission thought appropriate, had it shared the views of the examiner in this 
respect. 

NELSON LEE SMITH, Commissioner. 

Filed: July 10, 1953. 

Issued: July 15, 1953. 


IN THE MATTER OF POWER AUTHORITY OF THE STATE OF NEW YorK, PROJECT 
No. 2000 


Dory, Commissioner, concurring : 


I concur with the majority in the action taken to the extent of issuing the 
license to the Power Authority of the State of New York for the construction 
of the St. Lawrence project. This development has been too long delayed, and 





See my dissenting opinion in this docket issued December 22, 1950. 
*The examiner now finds that amendatory legislation has eliminated such questions as 
he thought present earlier. 
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in my opinion is badly needed not only for the economic development of the 
area but also strengthening our national security. 

However, I disagree with the majority in their finding that the Commission 
is without basic authority to impose the condition that public bodies and non- 
profit cooperatives engaged in the distribution of electric power shall be given 
a preference in the marketing of the power from this project. This raises a 
fundamental problem of administering part I of the Federal Power Act and on 
which I wish to take this opportunity to express my views. 

Two proposed marketing conditions were proposed to us by certain inter- 
venors to be inserted in the license which were as follows: (1) That as a 
national resource of the northeastern region of the United States, the power to 
be developed and marketed from the proposed St. Lawrence project shall not 
be limited to the State of New York, but that a reasonable portion of such 
power shall be made available by the licensee to consumers in other States 
within a reasonable transmission distance of the project; and (2) that public 
bodies and nonprofit cooperatives engaged in the distribution of electric power 
shall be given preference in the marketing of power from the St. Lawrence proj- 
ect in a similar manner as Congress has required preferences in the sales to 
public bodies and cooperatives in section 5 of the Flood Control Act of 1944 (16 
U. S. C. 825s) in the disposition of power from Federal projects subject thereto. 

We have adopted the first condition as being in the public interest and within 
our statutory authority. However, the majority of the Commission has re- 
jected the second proposed condition, not on the ground that such a condition 
is inconsistent with the public interest, but on the ground that the imposition 
of such a condition is without our statutory authority. 

A review of the provisions of the Federal Power Act leaves me with a firm 
conviction that the Commission is vested with authority to require, as a con- 
dition to the license, both of the marketing conditions referred to above. Our 
authority to impose the second condition stems from the same authority which 
we found authorizes us to impose the first condition. 

By the provisions of section 4 of the Federal Power Act the Commission is 
given authority to issue a license for this project to be located in navigable waters 
of the United States. By sections 4, 6, and 10 we are further authorized to 
prescribe conditions which we deem necessary or desirable in the public interest, 
in eonformity with the act. These are the sections which grant the Commission 
its broad general authority to impose conditions in a license. I find no more 
specific authority in the Federal Power Act to impose the first condition which 
we adopted than there is to impose the second condition which the majority 
refused to adopt. 

Regarding our authority to impose license conditions under the act the Su- 
preme Sourt said in United States v. Appalachian Power Oo. (311 U. 8S. 377%, 
427): “The license conditions to which objection is made have an obvious rela- 
tionship to the exercise of the commerce power. Even if there were no such 
relationship, the plenary power of Congress: over navigable water would em- 
power it to deny the privilege of constructing an obstruction in those waters. 
It may likewise grant the privilege on terms.” [Emphasis added.] There the 
Court had reference to license conditions prescribed by the Commission under 
the provisions of the Federal Power Act. Again in 1952 in Federal Power 
Commission V. Idaho Power Company (344 U. S. 17, 23), the Supreme Court 
after pointing out that the Commission pursuant to part I of the act is plainly 
the guardian of the public domain, said: “Sections 4 and 10 speak specifically 
of the public domain—waterways and public lands. Section 6 makes each li- 
censee subject to all the terms and conditions of the act and to ‘sueh further 
conditions, if any, as the Commission shall prescribe in conformity with this 
act * * * Section 6, read in the context of sections 4 and 10; would seem to 
give ample authority to the Commission to attach the conditions imposed here.” 
And there the Commission imposed a condition granting the Federal Government 
a preference in the use of a licensed transmission line, and it should be noted 
that there is no more specific authority in the act for imposing that condition 
on the Idaho Power Co. than there is for the preference condition rejected by 
the Commission in this case. 

In deciding that the first marketing condition is in conformity with the act, 
the majority states that the second proposed condition is inconsistent with sec- 
ions 10 (h) and 19 of the act. They also seem to indicate that sections 7 (a) 
and 10 (e) in some fashion would limit the Commission’s authority to pre- 
scribe the proposed preference condition. 
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With respect to the application of section 10 (h) to Commission action, the 
Commission has heretofore represented to the United States Supreme Court in 
its brief in the case of Pennsylvania Water Co. v. F. P. C. (843 U. 8S. 414), 
that on its face section 10 (h) has the same scope as the Sherman Act; that 
when it refers to “combinations, agreements, arrangements, or understandings,” 
it is oviously concerned only with private combinations, etc., just as is the 
Sherman Act; and that section 10 (h) thus clearly does not interfere with or 
diminish the authority of the Commission. Obviously, then, 10 (h) does not 
prohibit the attachment of conditions which the Commission finds should be 
attached to a license as required by the public interest. 

In its opinion in this case the Supreme Court at page 422 said: “To the 
extent that Penn Water is being controlled, it is by the Commission, acting 
under statutory authority, not by Consolidated, acting under the authority of 
private contract terms ‘legalized’ by the Commission. The duty of Penn Water 
to continue its coordinated operations with Consolidated springs from the Com- 
mission’s authority, not from the law of private contracts.” 

In my mind this would seem to be a complete answer to any contention that 
the Commission’s action in prescribing such a condition would be inconsistent 
with section 10 (h). 

Section 19 has reference to regulation of rates and services after the issuance 
of a license. It in no way is a limitation on the Commission’s power to impose 
conditions in a license which it finds are in the public interest. The imposition 
of the proposed preference condition in no way derogates any authority the 
State might have under section 19. If this were true the first marketing 
condition which was adopted requiring that a portion of the power be removed 
from the reach of consumers in New York and sold to consumers in neighboring 
States would equally derogate the authority of the State of New York under 
section 19. 

The majority’s reliance on the provisions of section 7 (a), which merely 
provides for a preference to State and municipal applicants in the event of 
conflicting applications with private applicants, as circumscribing the authority 
of the Commission to attach conditions to the license to my mind involves a 
plain non sequitur. 

Regardng section 10 (e) of the act, it is noted that Congress has therein of- 
fered an inducement to a State or municipal licensee to make the power from 
the project available to the public without profit by waiving annual charges in 
such cases. The general purpose of that provision is very closely analogous 
to the congressional purpose expressed in the preference provisions of section 5 
of the 1944 Flood Control Act. The sale of the power developed by the St. 
Lawrence project so that it would reach the ultimate consumers without profit 
is the very purpose of the proposed preference condition. It would seem ob- 
vious, therefore, that the proposed preference condition is in conformity with 
the general purpose of section 10 (e) of the act. 

It is my view that only by the proposed preference condition can we be cer- 
tain that the power developed by the St. Lawrence project will be marketed 
in such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers, which are the reasons which impelled Congress 
to impose similar preference provisions respecting the disposition of power from 
Federal projects such as those subject to the 1944 Flood Control Act and the 
Tennessee Valley Authority Act (16 U.S. C. 831i). 

DALE FE. Dory, Commissioner. 

Filed: July 14, 195¢ 

Issued: July 15, 1953. 

Mr. Moses. May I call your attention to the provisions in the Ives- 
Javits bills, under section 3D, page 5, the provision beginning “De- 
fense agencies of the United States have preference to purchase 
pow er. 

Senator Kucnet. Yes, and it is exactly the same as a provision in 
the Clark bill. My question was prompted by your having read the 
State statute of New York and wonder ing where the State authority 
got the statutory right to sell to the Federal Government. 

Mr. Moses. They have that duty under the license. But if you 
want to write that into the bill, we are enthusiastic about having it 
written in. 
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Senator Kucnet. All I am trying to do is trying to help you. 
You have two people here representing the State that apparently 
have come in with different bills. 

Mr. Poterrt. There is no dispute about selling to Federal installa- 
tions. And the State act speaks of, as I said, municipalities, and 
we have been selling to municipalities and we will continue to sell to 
them. And we also make sales to private utility companies with a 
“withdraw” clause which we did with Niagara-Mohawk, and we are 
going to do it with the Niagara project. If we sell electricity to 
private utilities for domestic and rural consumers, we are going to 
have a certain amount of it saved and withdrawable for municipal 
and REA’s as their needs expand. 

Senator Kucuer. Governor, tell me in your opinion where the 
dispute is between the Governor's position and the power authority’s 
position ? 

Mr. Potern. The dispute is that when it comes to a declaration 
in the statute, the Clark bill declares the preference, and the other 
bill doesn’t declare the preference. But I say, speaking only for 
myself as a trustee, that up until now in the administration of our 
power authority we have granted those preferences and our plans for 
the future are to take care of all municipal plants and to take care 
of REA’s and to take care of Federal installations. 

Senator Kucner. And has your interpretation of that statute been 
on the basis of legal advice ? 

Mr. Poterri. It has been on the basis of my own legal advice. 
I used to be a lawyer. 

Senator Kucner. I used to be a lawyer, too. Governor, do you 
interpret the State statute to provide that preferences should be 
given to municipalities and REA’s and the like? 

Mr. Poterrt. I answered that before. I interpret the State statute 
as requiring us to give preference to municipalities, and I said 
that 

Senator Kucuen. Then there is no difference between you and the 
vovernor ¢ 

Mr. Poterri. REA’s had not been created at that time. I find 
difficulty as a trustee to make any difference between an REA getting 
a preference and a municipality. I have fought and everybody on 
the authority has agreed to make contracts with REA’s, and we 
have. 

Senator Kucne.. By reason of your interpretation of the prefer- 
ence clause of the State statute ? 

Mr. Poterrt. That is correct. 

Senator Kucnuen. Then what is the difference between your posi- 
tion and Governor Harriman’s with respect to this Government 
problem ¢ 

Mr. Moses. May I interrupt 7 

Senator Kucnen. Hold it. Let me ask. 

Mr. Poterrt. There is no difference. I am in favor of having a 
preference declaration in the Federal statute because I think it is 
important from a national point of view, as well as from a New 
York State point of view. I think it is important that a State by 
statute permit the organization of municipal plants. 

I believe that the needs of those municipal plants should be taken 
‘are of. ‘The power authority, while I have been on it—and we have 
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been unanimous—has taken care of those municipal plants. But I 
certainly. if I were a Senator, would vote for a clear, explicit decla- 
ration of that preference, which we are carrying out now. 

Mr. Mosgs. Senator, I know what you are getting at, I think. 
and I am certainly not going to duck. 

To begin with, we have an opinion from the attorney general on this 
question, and that is the law of the State. The attorney general has 
stated in effect that the preferential clauses presently incorporated 
in the Clark bill are in conflict. with our laws, and that is the opinion 
of the majority of members of the trustees of the power authority 
at the present time, that if they are written into an act the act is un- 
workable. I read that. I read it on behalf of the majority. I don’t 
want to emphasize these differences, but you are e titled to an honest 
answer to your question. 

If those preferential clauses are written in, (a) there will be pro- 
longed litigation, and (b) there will be no bonds sold. And I will 
stake what little reputation I have on that, and that goes for the 
majority of the trustees of the authority. 

Senator Corron. Mr. Chairman? 

Senator NeuBercer. Senator Cotton. 

Senator Corron. Taking into consideration in this interpretation 
of the law the fact that the law would preclude your selling bonds 
and you could in effect not operate, may I ask ‘this question: If, 
however, S. 1037 were enacted into law by the Congress, as a matter 
of policy, not as a matter of legal obligation but as a matter of policy, 
what would be the difference between the policy of the trustees in 
furnishing power to municipalities and REA’s both within and with- 
out the State of New York within proper economic distances, with- 
out that being in the law, that preference / 

Mr. Moses. There would be a considerable difference. To begin 
with there would be no difference in policy as to our furnishing power 
to REA’s and cooperatives and municipal plants; provided, (a) they 
are within economic transmission distance—and that little fact. is 
singularly lacking in the Clark bill. You realize that of course. 

Senator Corton. That was part of my question. 

Mr. Moss. I know. That is one of the points of conflict between 
the Clark bill and your law. 

Secondly, we would have to be the judges. There wouldn’t be an 
absolute preference. We would have to consider: (a) the existence of 
industries on the border which Governor Poletti has referred to; the 
needs of expansion of those industries so that they won’t leave because 
they can’t ees the question of firming up power through in- 
dustries, which is a very important thing and has a tremendous effect 
upon the ultimate price to be paid to the little consumer at the end; 
and questions like, “What is economic transmission distance.” 

Aside from that, it is our object to serve the municipal plants and 
the REA’s. We have done it. We have offered contracts to every 
single one of them that is within economic transmission distance and 
has any money. 

I will tell you what we haven’t done. A representative of somebody 
purporting to represent that group, a rather ill-defined relationship, 
wanted us to reserve—one said 250,000 kilowatts, and then 375,000. 
He testified that we ought to reserve that and turn it over to him, 
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representing these future nonexistent co-ops and REA’s, That doesn’t 
sell bonds. And if you have sold bonds you don’t keep your agreement 
with bondholders. You have to have customers. You have to retire 
bonds. You have to pay interest. You can’t do that by giving some 
fellow who announces that he represents future REA’s and co-ops, 
“vardsticks,” whatever you call it, giving him a package so that at 
some later date you might possibly “get some money out of it. Our 
bondholders would move in on us and take the enter prize away from 
us. They have rights. All you have to do is look at the contract and 
look at our law. 

Senator Corron. It is my understanding that the State of New 
York is almost completely electrified. I mean there are no areas in 
the State of New York where rural people and farmers cannot obtain 
electricity. 

Mr. Mose s. Very few. We were even providing for some of these 
people in the Adirondack region, and the southern tier is pretty 
well taken care of. 

Senator Corron. Would it be a matter of authority policy for the 
State of New York to have the control of its own distribution of power 
by the trustees of the New York Authority so that there would be no 
ax suspended over utilities of New York, pressure to take areas away 
from them and to turn them in to municipal plants for the purpose of 
getting a lower rate? 

Mr. Mosrs. We can’t sell our power on any other theory than that 
one. It is impossible to market. You couldn’t even get the representa- 
tives of the banks and insurance companies, the investors and bonds, to 
sit around a table to discuss it on any other basis. And I want to 
point out again that selling a $600 million bond issue, revenue bonds, no 
State credit, is a terrific job. Practically every investing agency in 
the country has to join in to buy those bonds. 

We have some knowledge of that. I have sold, I suppose, 20 to 30 
bond issues for public undertakings not supported by public credit. 
The largest one I ever had anything to do with was the $335 million 
on the St. Lawrence. This is $600 million. 

You can’t club these people into investing. This hasn’t anything 
to do with Government money. This hasn't anything to do with 
Government-supported money. If we have the credit of the State of 
New York in back of us we can dig a hole and leave the hole there 
and walk away and the bonds would still be good. 

Senator Corron. So that insofar as you are able to do so, without 
detriment to the welfare of the State and to its business institutions 
and the solvency of your own organization, you would as a matter of 
»0licy, however, to a reasonable extent, take care of municipal plants, 

<A plants, and Federal installations, both within the State of New 
York and without the State of New York so long as you found it to 
be within economic distance ? 

Mr. Moses. As a matter of course, we don’t even have to call it 
policy. As far as the Governor is concerned, we can’t make any 
agreement of any kind involving any contract without his approval, 
without his signature. 

Senator Corron. Thank you. 

Senator Neupercer. Senator Carroll ? 
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Senator Carroty. I think you have answered some of the things 
that I had in mind when I came in the door, I might ask this 
question 

Mr. Moses. Excuse me. 

yovernor Poletti and Mr. Moore pointed out, as was mentioned 
earlier in the day, the obvious fact that whatever power went into 
Pennsylvania which is within 150 miles, or into Ohio, would of course 
be distributed according to their laws and they have no such law in 
either of those States that provides for any method of doing it. 

Senator Carrot. For my own information, does the New York Au- 
thority consider that the people of Pennsylvania and Ohio, any other 
areas, have some rights in this matter / 

Mr. Mosrs. No. 

Senator Carroti. You do not / 

Mr. Mosrs. I will tell you why. I don’t personally agree with Mr. 
Miller about that. If you wish I would like our counsel, someone to 
make a statement for us on that, from our staff. There is one thing 
that has not been mentioned here today that is a very important mat 
ter, and that is the proprietary interest of the State of New York in 
the bed of that stream and in the flow of water. Don’t let’s forget 
that. If anything were done, had been done under the old company’s 
bid, the five companies bid in the line of giving them a license, the 
State would immediately have attacked that in the courts as giving 
away what belongs to the State of New York. 

Sam, do you want to make a statement on that? This is Judge 
tosenman. 

Mr. Rosenman. I am Samuel I. Rosenman, legal consultant to the 
authority. 

I can only reinforce what the chairman has said. <A brief has been 
submitted to you not only by the authority but in the opinion of the 
Attorney General of the State of New York, now the junior Senator 
from New York, listing the case on which we base that opinion. 

The State of New York owns the bed of the river and the water 
that flows over it, subject only to the power of the Federal Govern- 
ment to regulate its use, the power of navigation. 

Senator Carroin. Notwithstanding the assertion of your rights, 
you do contemplate selling electricity into Pennsylvania and Ohio? 

Mr. Moses. Within economic distance. Ohio and Pennsylvania. 
And we would have been glad to sell power to Massachusetts if they 
had been within economic distance. We knew they weren’t, and 
finally the thing got into a kind of squabble there and they finally 
decided that Stone & Webster were the people they would employ, 
and New Hampshire did the same thing. 

They got the reply. We can give you the opinion of the engineering 
firm—it may be in the papers furnished you or we can send it to you- 
to the effect it was not within economic transmission distance. They 
dropped their claim before the Federal Power Commission, their 
op position to what we were doing, which of course was to give 100,000 
kilowatts to the State of Vermont. 

Senator Carroii. Have officials of Pennsylvania or Ohio conferred 
with the authorities in New York about this? 





Mr. Mosrs. No, there is nobody in P ennsy lvania or Ohio to confer 


with us. That is the point. The other three States had special laws 
setting up an agency to bargain or to make an application, put it that 
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way, for power. That is New Hampshire, Massachusetts, and Ver- 
mont, As I recall it, New Hampshire and Massachusetts set up special 
bodies, and Vermont of course has a public service commission. 

Senator Carrou. I am not familiar with how you handled a bond 
issue of this nature. On Federal projects what they attempted to do 
after the authorization—I am sure you are aware of this—they go 
out on the area and negotiate repayment contracts to show how much 
revenue they are going to get in. I assume you would have some 
provision like that to show the revenues that might come from the 
power / 

Mr. Mosrs. Yes. Wherever there is any agency to deal with. For 
instance, if Vermont had had no agency authorized by the legislature 
to negotiate with us, what could we liave done? We could have talked 
to the Governor. We did talk to the Governor. But he said he had 
to get legislation and he got it. 

Then they got into a local argument there—that I don’t understand 
very well—as to whether they were going to leave this whole redis- 
tribution business with a regulatory agency or create a new one, or 
whether they were going to use the ‘credit of the State or not, and to 
begin with they decided to leave it with the public service commission. 

‘As to the use of ¢ ‘redit, I believe they turned that down and did not 
put State credit back. 

Senator Carrou, Let’s, for a moment, confine ourselves to Penn- 
sylvania. I assure you that I know nothing about it whatsoever and 
I am merely seeking information based upon the statement this morn- 
ing of Senator C lark about the rural co- ops, and, I assume, some 
municipalities. How would you negotiate contracts with those co-ops ? 

Mr. Moses. In Pennsylvania ? 

Senator Carrouu. Yes. 

Mr. Moses. We haven't negotiated any with any co-ops. How do 
we get the power to them ¢ 

Senator Carrot, I am assuming that that is the purpose, to get 
some power to them. That is what we mean by their partic ipation, 
isn’t it? 

Mr. Moses. We have nobody to negotiate with at the present time. 
We would have to use the private transmission companies that go 
down to the border. What happens when you get down to the 
border? We don’t know. 

Mr. Poterri. We don’t have any more— 

Senator Carroii. | wondered if there had been any discussion of 
what they meant. 

Mr. Mosrs. There has been discussion to the extent that we sug- 
gested to Senator Clark—lI did in correspondence with him—and 
nobody in Ohio came up with this—that he get some legislation. He 
has no legislation in Pennsylvania, and from what I have heard he 
is very unlikely to get it. 

Senator Carroii. I think that is perhaps so. 

Mr. Moses. We are in business. We can’t take this up just as a 
matter of pure theory. 

Senator Carrotu. Are you engaging in theory when you talk about 
transmitting Sent eae into Pennsylv: ania? That is no theory. You 
intend to do that, as I understand it, under this bill. 

Mr. Poterrt. But I think what the chairman meant, Senator, was 
unless the State of Pennsylvania first proceeds to create by law an 


Werk ed em ee 


och esate 


ear morsctnate etapa Pecan pane « « 


NIE ENR RARE 


eer 











118 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


agency that can handle this electricity once we get it to their border, 
whom are we going to deal with? We must ‘deal with somebody. 
So that, if Pennsylvania does what the State of Vermont did, then 
we have an agency with which we can make a contract and arrange 
the way we have with Vermont to pick the electricity up from the 
border of New York State and carry it into V ermont. 

And then, when it is carried into Pennsylvania under the State 
agency of Pennsylvania, they will distribute it according to the State 
law of Pennsylvania. And if the State of Pennsylvania passes a 
law that all the energy that comes in should go to A, B, or C, that 
is for them to determine. 

Senator Carrotu. I understand that. 

Senator Kerr (presiding). Will the Senator yield? 

Senator Carrott. May I finish this one question ? 

Senator Kerr. Yes. 

Senator Carrot. What I have in mind is: If they wheel this 
power down to the private utility lines, the transmission lines, I 
assume that you would function through some agency; but that then 

raises the next question. This has been under consideration for some 
years. What would be the cost of power down in that area? Has 
that been considered at all? 

Mr. Moses. We can give you some figures on it. They are in this. 
Henry, will you talk about that? 

Mr. Taxrarerro. Senator, we have made a rather detailed analysis 
of power costs in western Pennsylvania and in Ohio which indicate 
that the present cost of power—if that is the question you were 
asking 

Senator Carrouu. Yes. 

Mr. Tatarerro (continuing). Ranges from about 8.3 mills up to 
1114 mills per kilowatt-hour. 

Senator Carroti. That is the present cost of power there? 

Mr. Tavtarerro. That is in Pennsylvania. That applies specifi- 
cally to the various groups of cooperatives. One happens to be the 
Claverack in Pennsylvania. 

Senator Carroti. That is what I had reference to. This is Penn- 
sylvania you are talking about ? 

Mr. Mosss. Yes. 

Senator Carroti. According to your estimates have you any idea— 
could you supply power within the price-cost ratio there? I am 
speaking now of the New York Authority. This is what I am trying 
to find out, because I saw some—and I don’t know who these people 
are, but they were out here and are probably in this gathering today— 
these are some of the co-ops from Pennsylvania, and that is the pur- 
pose of my question. I assume we are not dealing with theory because 
we talked about Pennsylvania participating and Ohio participating. 
I am trying to get a little bit of foundation. 

Mr. Tatrarerro. Take the cooperative, Claverack. We have, on 
the best analysis we can make, indicated that we could not actually 
match their present cost. Actually, it would cost more to get Niagara 
power there than their present cost. That is that particular one. 

For the majority of them, as a matter of fact, the power would 
cost—Niagara power would cost more than their present source of 
power. 
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There are some, the closer ones, where there would be perhaps some 
small saving, but it is insignificant. 

And even, for instance, within the State of New York, these two 
cooperatives we are t talking about—the saving is not great, ‘the impact 
of Niagara power is not great. 

Senator Carrot. In other wor ds, this is availablity of electricity at 
a higher cost in Pennsylvania, and ‘perhaps this is also true in Ohio. 

Mr. Moore. I ’ennsylvania has coal, and coal produces power, and 
they can produce power in Pennsylvania for less than 5 mills. 

We can’t get power to Pennsylvania for less than 6 mills, 

Senator Carrout. This is the information I want. It is very help- 
ful to me in this. 

I will yield to the chairman. 

Senator Kerr. What is there in this bill by Senator Clark that fixes 
the price you would have to sell this power at ? 

Mr. Moore. Would you repeat that ? 

Senator Kerr. Show me the provision in the bill introduced by 
Senator Clark that would fix the price at which you would have to 
sell this power. 

Mr. Moore here is no provision of that kind, Mr. Chairman. 

Senator Kerr. I didn’t think there was. What does that discussion 
have to do with the validity of the Clark bill ? 

Mr. Tatarerro. I was simply attempting to answer the Senator’s 
question as to whether or not we had made any estimates of the cost 
of Niagara power delivered into the States of Pennsylvania and 
Ohio. 

Senator Kerr. There is nothing in the Clark bill that would fix 
the price at which you would sell that power if you were selling it to 
somebody who would use it in Ohio or Pennsylvania, is there? 

Mr. Tariarerro. No, sir, that’s right. But certainly we would 
have to determine the feasibility of marketing our power. We must 
make some estimates. 

Senator Kerr. Do you have a map of the Niagara River, or that 
part of it that would be affected by this bill ? 

Mr. Moore. Yes, sir. 

Senator Kerr. Is it within the State of New York? 

Mr. Moore. Yes, sir. It is on the Canadian border. 

Senator Kerr. Is any of it in Canada ? 

Mr. Moore. Half of the river is in Canada and half in the United 
States, 

Senator Kerr. Is that what you would call the property of the State 
of New York? 

Mr. Moore. Yes, sir, and the courts have so held, subject to the 
paramount right of the Federal Government to regulate boundary 
streams, and it is a navigable stream in law. 

Senator Kerr. It is a navigable stream ? 

Mr. Moore. It is " law, not in fact, unless you are talking about 
running crosswise. I don’t think you could make a boat go up that 
far. 

Senator Krrr. They have made boats go over falls, haven’t they ? 

Mr. Moore. Barrels, they have. 

Senator Kerr. And built canals around obstructions, haven’t they ? 

Mr. Moore. Yes. There is a long canal around this one, in Canada. 
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Senator Kerr. Who built this one ? 

Mr. Moore. The Canadian Government. It is all in Canada. 

Senator Kerr. Are you familiar with the treaty between the United 
States Government and Canada with reference to the waters of 
Niagara ¢ 

Mr. Moore. I sure am. 

Senator Kerr. If this water is the exclusive property of the State 
of New York, what is the meaning of that treaty ? 

Mr. Moore. I asked the court of appeals to tell us. 

Senator Kerr. You don’t have any opinion ? 
Mr. Moore. Yes, sir, I do have a very definite opinion. 

| 


Mr. Moses. We can tell you what the purpose of it was. I will be 
glad to tell you that. 

Senator Kerr. I am not interested in thé purpose. I am interested 
in the meaning of it. 

Mr. Mosrs. I am interested in that, too. Call it “meaning” if you 
like that better. It isa word. I h: ey to be head of the State 
parks system of New York for 34 years 

Senator Kerr. That is wholly immaterial. 

Mr. Mosss. It isn’t immaterial. 

Senator Kerr. It is so far as my question is concerned. 

Mr. Moses. If you will listen to me for a moment perhaps I ca 
explain—— 

Senator Kerr. I will be glad to listen to you for 2 minutes afte: 
you have answered my question. If you want to make a speech on it, 
itisallright. And if you don’t care to answer it, if you have a lege! 
counse]—. 

Mr. Moses, I don’t know what your question is. 

Senator Kerr. Sir? 

Mr. Moses. I don’t know what your question is. 

Senator Kerr. Then you should have asked what it is. I asked 
you knew the meaning of this treaty and you said you did. 

Mr. Moses. I “9. 

Senator Kerr. I asked you what it is. 

Mr. Moses. I am trying to tell you in my own language. : 

Senator Kerr. It has no relationship to how long you were on thi 
State parks system. 

Mr. Moses. If you can’t let me answer in my own language, I can’t 
answer it. ; oa : 
Senator Kerr. I didn’t think you could. If you have a lawyer who | 

' 
' 





would address himself to the langu: age of the reserv: ation in this tre: aty. 


I would be very glad to have his opinion as to what it means. I 
(No response. ) ‘ 
Senator Kerr. Who is your attorney? Do you have one here? 

Mr. Moses. We have lawyers here; yes. 

Senator Kerr. Which one is authorized to speak for you? / 

Mr. Moses. I don’t know what your question means, as you inter 
pret it. 

Senator Kerr. Then maybe if you have a lawyer he would know. 

I am sure there are things I don’t know, and I contemplate the possi 

bility there are things that you don’t know. 9 
Mr. Mosrs. Do you want to try it? . 


Mr. Moore, I will try to answer it. I am sure I don’t know what 
the question is. I will try to answer it. 
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Senator Kerr. I would rather you wait until you know what it is 
before you try to answer it. I think we would both be happier. I 
will read you ‘the reservation. 

Mr. Moore. I know it by heart. Read it if you wish. 

Senator a If you know it by heart—— 

Mr. Moorr. I don’t know what your question is. 

Senator Kerr. I asked you whi: at does it mean. 

Mr. Moore. First, you said what is the meaning of the treaty. Mr. 
Moses started to answer. The treaty has to do first with the beauty 
of Niagara Falls—- 

Senator Kerr. I am talking about the reservation. 

Mr. Moore (continuing). To preserve the beauty of Niagara Falls. 
That isa part of Mr. Moses answer, 

Mr. Moses. That was the purpose of the treaty which you don’t 
want to hear about. 

Senator Kerr. I am interested in the purpose of the reservation put 
on the treaty by the Senate of the United States, and I will put it 
into the record now. 

Mr. Moore. Shall I try to answer? 

Senator Kerr. Not until I put it in the record: 


The United States on its part expressly reserves the right to provide by act 
f Congress for redevelopment for the public use and benefit of the United States 
share of the waters of the Niagara River made available by the provisions of 
the treaty, and no project for redevelopment of the United States share of such 
water should be undertaken until it be specifically authorized by act of Congress. 


(The treaty referred to is as follows :) 


On August 9, 1950, when the Senate ratifled the treaty with Canada which 
makes the Niagara power project possible, the Senate also unanimously approved 
a reservation to that treaty. 

The treaty is as follows: 


[| Executive N, Sist Cong., 2d sess. ] 


\LESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING THE TREATY 
BETWEEN THE UNITED STATES OF AMERICA AND CANADA CONCERNING USES OF THE 
WATERS OF THE NIAGARA RIVER, SIGNED AT WASHINGTON, FEBRUARY 27, 1950 


May 2, 1950.—The treaty was read the first time and the injunction of secrecy 
was removed therefrom. The treaty and all accompanying documents includ- 
ing the President’s message of transmittal and the report by the Secretary of 
State were referred to the Committee on Foreign Relations and ordered to be 
printed for the use of the Senate 


THE WHuire Houses, May 2, 1950. 
ro the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to ratification, 
I transmit herewith a treaty between the United States of America and Canada 
oncerning uses of the waters of the Niagara River, signed at Washington Feb- 
‘uary 27, 1950, together wtih a report of the Secretary of State. 

This treaty is necessary in order to make definite and permanent allocations 
of Niagara River water for domestic, scenic, navigation, and power purposes. 
At present these allocations are governed by an obsolete and inadequate set of 
international agreements. 

The new treaty is designed to preserve and enhance the scenic beauty of 
Niagara Falls and to prescribe how much water, consistent with this purpose, 
may be diverted for power purposes in the two countries. 

Today the beauty of the falls—particularly of the Horseshoe Falls on the 
Canadian side—is impaired by uneven distribution of the waters over the crest 
and concentrated flows are accelerating erosion. This treaty makes positive 
provision to correct this situation by providing for. the construction of works 
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designed to spread the waters over the falls in an unbroken crestline and reduce 
the concentrated flows over parts of the crest. 

The treaty reserves the necessary amounts of water for the scenic beauty 
of the falls, as well as for domestic and sanitary purposes and for navigation, 
and provides that the remaining water shall be available for power and shall be 
divided equally between the United States and Canada. 

The flow of water between Lake Brie and Lake Ontario is the greatest potential 
source of hydroelectric power at one location on this continent. For many years 
some of this water has been used to produce hydroelectric power. The Inter- 
national Boundary Waters Treaty, signed January 11, 1909, authorized some 
diversion for power purposes, and exchanges of notes between the United States 
and Canada in 1941 and 1948 provided for additional temporary diversions to 
meet emergency needs. In all, some 82,000 cubic feet of water per second has 
been authorized to be diverted for power purposes, of which 56,000 cubic feet 
is on a permanent basis, and some 1,290,000 kilowatts of power capacity have 
been installed on both sides of the border. 

For some time it has been evident that much more hydroelectric power can 
be produced from the Niagara River without detriment to navigation or to the 
scenic beauty of Niagara Falls. In September 1949 the staff of the Federal 
Power Commission reported that by using the water which can properly be made 
available for power, through modern, efficient generating facilities, some 1,250,- 
000 kilowatts of net additional power capacity can be developed in the United 
States. The Federal Power Commission staff report did not, of course, cover 
in detail the additional capacity which might be added on the Canadian side, 
where more water is already being used than in the United States. It is evident, 
however, that several hundred thousand kilowatts of additional power can also 
be made available in Canada. 

Thus, the new treaty will permit the development of substantial amounts of 
low-cost power, in an area of urgent need, without detriment to the scenic beauty 
of the Falls. I believe it is a fair and wise treaty, which protects all legitimate 
interests, and I recommend its approval by the Senate. 

It is clear that the additional power to be produced from the Niagara River 
should be considered in relation to other sources of hydroelectric power in the 
northeastern United States, particularly the St. Lawrence seaway and power 
project which is in the same watershed. 

The St. Lawrence project is urgently needed, of course, not only as a source of 
additional power, but equally as an additional avenue of transportation. Con 
sidered from the power point of view alone, however, both the Niagara and St. 
Lawrence sources are badly needed. The national security and the economic 
growth of this part of the country require that additional sources of low-cost 
power should be rapidly developed. The staff of the Federal Power Commission 
found that the need for power in the northeastern part of the country is so 
great that the additional power from the Niagara River, together with that to 
be made available from the St. Lawrence seaway and power project, can all be 
used in New York and adjacent States as soon as the necessary works can be 
constructed. 

When the Niagara treaty has been ratified, the question will naturally arise 
as to how additional facilities shall be developed to achieve the best use of 
water to be diverted for power purposes. My own views on this question are a 
matter of public record; I believe that the additional power facilities should 
be publicly constructed, in order that the benefits of the hydroelectric power 
produced there can be passed on to the people at the lowest possible cost to 
them. 

This is a question, however, which is not determined by the treaty itself. It 
is a question which we in the United States must settle under our own pro- 
cedures and laws. It would not be appropriate either for this country or for 
Canada te require that an international agreement between them contain the 
solution of what is entirely a domestic problem. All this treaty does is to 
make additional water legally available for power purposes in each of the two 
countries. This is a step which must be taken in the interest of the United 
States. It is one which should be left separate from the steps which must be 
taken in this country in order to convert this water into additional power. 

Accordingly, I urge the Senate to consider this treaty promptly, in order that 
this hydroelectric power, badly needed in the United States and Canada, can be 
made available at the earliest possible time. 

Harry §. TrRuMAN. 
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DEPARTMENT OF STATE, 
Washington, March 3, 1950. 
The PRESIDENT, 
The White House: 

I have the honor to transmit to you a treaty between the United States of 
America and Canada concerning uses of water of the Niagara River, signed at 
Washington on February 27, 1950, with the recommendation that it be submitted 
to the Senate for its advice and consent to ratification. 

Negotiations with Canada for the treaty were initiated by the Department 
of State at your request, and participating therein along with officials of the 
Department were representatives of the Federal Power Commission and of 
the Corps of Engineers, Department of the Army. The negotiators were aided 
in their work by the report dated September 28, 1949, of the Bureau of Power 
of the Federal Power Commision entitled ‘Possibilities for Redevelopment of 
Niagara Falls for Power,’ which discusses the possibiities of increased power 
development of the Niagara River in connection with the preservation of the 
scenic spectacle of the falls. 

The treaty has been negotiated with the objective of establishing a formula 
which will protect and enhance the natural beauty of Niagara Falls and rapids 
and also provide for a more efficient use of the water resources available for 
power development than is now permitted by international agreement. 

As a means of achieving its objective, the new treaty establishes a schedule 
for the minimum amount of water which is to flow over Niagara Falls and 
through the rapids for scenic purposes. Flows in excess of the water reserved 
for scenic purposes by the schedule may be diverted for power purposes, and 
the water thus made available for power purposes is to be divided equally 
between the United States and Canada. The schedule was derived from and is 
considered to be in accordance with the conclusions of the Special International 
Niagara Board in its report dated June 22, 1928, on the preservation and 
improvement of Niagara Falls and rapids, which was submitted to the United 
States and Canada on December 11, 1929, and has been printed as Senate Docu- 
ment No. 128, 71st Congress, 2d session. 

In recognition of the primary obligation to preserve the scenic beauty of the 
falls, the United States and Canada have further agreed in the treaty to com- 
plette, in accordance with the objectives of the aforementioned final report of 
the Special International Niagara Board, the remedial works considered neces- 
sary to enhance the beauty of the falls by distributing the waters so as to 
produce an unbroken crestline. The International Joint Commission is to be 
requested to make recommendations as to the nature and design of the remedial 
works and the allocation of the task of construction as between the two 
countries. Upon approval by the United States and Canada of the recommenda- 
tions, the construction will be undertaken pursuant thereto under the super- 
vision of the International Joint Commission, and to be completed within 4 years 
after the date of approval of the recommendations. The total cost of the works 
is to be divided equally between the United States and Canada. It is estimated 
that the remedial works will cost the two Governments a total of $1,750,000. 

A portion of the remedial works already constructed consists of a sub- 
merged weir above Horseshoe Falls. By an exchange of notes, dated October 27, 
1941, and approved by the United States Senate November 27, 1941, the Goy- 
ernments of the United States of America and Canada agreed to commence 
the construction of this submerged weir in 1942. Construction was completed 
in 1948, and the net cost to the two Governments was $785,446.41. This sub- 
merged weir raised the level of the Niagara River about 1 foot and almost 
doubled the flow over the American Falls, thereby improving its appearance 
and also increasing the flow to the existing powerplants with intakes upstream 
from the weir. 

With respect to power development, the treaty will place on a permanent 
basis the diversions of water from the Niagara River which may be authorized 
for power purposes. It will terminate the provisions of agreements now in 
force between the United States and Canada relating to the quantity of water 
which at present may be diverted for power purposes, namely, the third, fourth, 
and fifth paragraphs of article V of the treaty between the United States of 
America and Great Britain with respect to boundary waters between the United 
States of America and Canada, signed at Washington, January 11, 1909 (36 
Stat. 2448), and the notes exchanged between the Government of the United 
States of America and the Government of Canada at Washington on May 20, 
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1941 (55 Stat. 1276), October 27, and November 27, 1941 (55 Stat. 1380), and 
December 23, 1948 (S. Ex. J, 81st Cong., Ist sess.), authorizing for emergency 
purposes temporary additional diversions. 

In place of the above provisions, which, with the exception of those contained 
in the 1909 treaty, are temporary in character, there will be upon the entry into 
force of the new treaty a permanent agreement which will make possible the 
long overdue redevelopment of the power potential of the Niagara River. It 
will permit the construction of new powerplants of the latest design to make 
the most efficient use of the available water. This more complete utilization 
of the water resources of the Niagara River for the production of hydroelectric 
power will constitute one important measure for increasing the supply of ur- 
gently needed power in northeastern United States and southeastern Canada. 

The treaty defines the water which shall be available for scenic and power 
purposes as the total outflow from Lake Erie to the Welland Canal and Niagara 
River (including the Black Rock Canal) exclusive of the needs for sanitary, 
domestic, and navigation purposes. The Welland Canal is mentioned separately 
from the Niagara River because it diverts water directly from Lake Erie and is 
used in part to convey water for power as well as for navigation and sanitary 
purposes. The Black Rock Canal diverts water from Lake Erie for navigation 
purposes and returns the water to the Niagara River above the falls. 

Waters which are being diverted into the natural drainage of the Great Lakes 
system from the Hudson Bay system, through the existing Long Lac-Ogoki 
works, continue to be governed by the notes exchanged between the Government 
of the United States of America and the Government of Canada at Washington 
October 14 and 31 and November 7, 1940 (54 Stat. 2426), and are not included 
in the waters allocated under the provisions of the treaty. In compensation for 
the water thus added to the Great Lakes system these notes authorize Canada 
to divert an equivalent amount of water above the falls. 

As a means of supervising the diversion of water from the Niagara River, 
the treaty provides that the United States and Canada shall each designate a 
representative who, acting jointly, shall ascertain and determine the amounts 
of water available for the purposes of the treaty. The two representatives also 
have the duty of keeping records of the amount of water available and the 
amounts of water used for power diversions. 

The two Governments have agreed in the treaty that until such time as there 
are facilities in the territory of one country to use its full share of the diversions 
of water for power purposes, the other country may use the portion of that 
share for the use of which facilities are not available. 

Neither the United States nor Canada will be responsible for physical injury 
or damage to persons or property in the territory of the other which may be 
-aused by any act authorized or provided for by the treaty. 

The treaty will come into force on the date of exchange of ratifications and 
continue in force for a period of 50 years and thereafter until 1 year from the 
day on which either party shall give notice to the other party of its intention 
of terminating the treaty. The period of at least 50 years’ duration for the 
treaty has been provided for in order to allow a sufficient period for the amorti- 
zation of bonds which may be issued in connection with the financing of power 
redevelopment at Niagara Falls. 

Respectfully submitted. 

DEAN ACHESON. 


(Enclosure: Treaty between the United States of America and Canada con- 
cerning uses of water of the Niagara River. ) 


TREATY BETWEEN THE UNITED STATES OF AMERICA AND CANADA CONCERNING USES 
OF THE WATERS OF THE NIAGARA RIVER , 


The United States of America and Canada, recognizing their primary obliga- 
tion to preserve and enhance the scenic beauty of the Niagara Falls and River 
and, consistent with that obligation, their common interest in providing for the 
most beneficial use of the waters of that River, 

Considering that the quantity of water which may be diverted from the 
Niagara River for power purposes is at present fixed by article V of the treaty 
with respect to the boundary waters between the United States of America and 
Canada, signed at Washington, January 11, 1909, between the United States of 
America and Great Britain, and by notes exchanged between the Government 
of the United States of America and the Government of Canada in 1940, 1941, 
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and 1948, authorizing for emergency purposes temporary additional diversions. 

Recognizing that the supply of low cost power in northeastern United States 
and southeastern Canada is now insufficient to meet existing and potential 
requirements and considering that the water resources of the Niagara River may 
be more fully and efficiently used than is now permitted by international 
agreement, 

Desiring to avoid a continuing waste of a great natural resource and to make 
it possible for the United States of America and Canada to develop, for the bene- 
fit of their respective peoples, equal shares of the waters of the Niagara River 
available for power purposes ; and 

Realizing that any redevelopment of the Niagara River for power in the United 
States of America and Canada is not advisable until the total diversion of water 
which may be made available for power purposes is authorized permanently 
and any restrictions on the use thereof are agreed upon, 

Have resolved to conclude a treaty in furtherance of these ends and for that 
purpose have appointed as their plenipotentiaries : 

The United States of America: 

Dean Acheson, Secretary of State of the United States of America, and 

Canada: 

Canada: 
H. H. Wrong, Ambassador Extraordinary and Plenipotentiary of Canada 
to the United States of America, 

Who, after having communicated to one another their full powers, found in 
good and due form, have agreed upon the following articles : 


ARTICLE I 


This treaty shall terminate the third, fourth, and fifth paragraphs of article 
V of the treaty between the United States of America and Great Britain relat- 
ing to boundary waters and questions arising between the United States of 
America and Canada dated January 11, 1909, and the provisions embodied in 
the notes exchanged between the Government of the United States of Americ: 
and the Government of Canada at Washington on May 20, 1941, October 27, 1941, 
November 27, 1941, and December 28, 1948, regarding temporary diversions of 
water of the Niagara River for power purposes. 


ARTICLE II 


The United States of America and Canada agree to complete in accordance with 
the objectives envisaged in the final report submitted to the United States of 
America and Canada on December 11, 1929, by the Special International Niagara 
Board, the remedial works which are necessary to enhance the beauty of the 
falls by distributing the waters so as to produce an unbroken crestline on the 
falls. The United States of America and Canada shall request the International 
Joint Commission to make recommendations as to the nature and design of such 
remedial works and the allocation of the task of construction as between the 
United States of America ahd Canada. Upon approval of the United States of 
America and Canada of such recommendations the construction shall be under- 
taken pursuant thereto under the supervision of the International Joint Commis- 
sion and shall be compieted within 4 years after the date upon which the United 
States of America and Canada shall have approved the said recommendations. 
The total cost of the works shall be divided equally between the United States 
of America and Canada. 

ARTICLE III 


The amount of water which shall be available for the purposes included in 
articles 1V and V of this treaty shall be the total outflow from Lake Erie to the 
Welland Canal and the Niagara River (ineluding the Black Rock Canal) less the 
amount of water used and necessary for domestic and sanitary purposes and 
for the service of canals for the purposes of navigation. Waters which are 
being diverted into the natural drainage of the Great Lakes System through the 
existing Long Lac-Ogoki works shall continue to be governed by the notes ex- 
changed between the Government of the United States of America and the 
Government of Canada at Washington on October 14 and 31 and November 7, 
1940, and shall not be included in the water allocated under the provisions of 
this treaty. 
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ARTICLE IV 


In order to reserve sufficient amounts of water in the Niagara River for scenic 
purposes, no diversions of the water specified in article III of this treaty shall 
be made for power purposes which will reduce the flow over Niagara Falls to less 
than 100,000 cubic feet per second each day between the hours of § a. m., e. s. t., 
and 10 p. m., e. s. t., during the period of each year beginning April 1 and ending 
September 15, both dates inclusive, or to less than 100,000 cubic feet per second 
each day between the hours of 8 a. m., e. s. t., and 8 p. m., e. s. t., during the 
period of each year beginning September 16 and ending October 31, both dates 
inclusive, or to less than 50,000 cubic feet per second at any other time; the 
minimum rate of 50,000 cubie feet per second to be increased when additional 
water is required for flushing ice above the falls or through the rapids below the 
falls. No diversion of the amounts of water, specified in this article to flow over 
the falls, shall be made for power purposes between the falls and Lake Ontario. 


ARTICLE V 


All water specified in article III of this treaty in excess of water reserved 
for scenic purposes in article [IV may be diverted for power purposes. 


ARTICLE VI 


The waters made available for power purposes by the provisions of this treaty 
shall be divided equally between the United States of America and Canada. 


ARTICLE VII 


The United States of America and Canada shall each designate a representative 
who, acting jointly, shall ascertain and determine the amounts of water available 
for the purposes of this treaty, and shall record the same, and shall also record 
the amounts of water used for power diversions. 


ARTICLE VIII 


Until such time as there are facilities in the territory of one party to use its 
full share of the diversions of water for power purposes agreed upon in this 
treaty, the other party may use the portion of that share for the use of which 
facilities are not available. 

ARTICLE Ix 


Neither party shall be responsible for physical injury or damage to persons or 
property in the territory of the other which may be caused by any act authorized 
or provided for by this treaty. 

ARTICLE X 


This treaty shall be ratified and the instruments of ratification thereof ex- 
changed at Ottawa. The treaty shall come into force upon the date of the 
exchange of ratifications and continue in force for a period of 50 years and 
thereafter until 1 year from the day on which either party shall give notice 
to the other party of its intention of terminating the treaty. 


In witness whereof, the undersigned plenipotentiaries have signed this treaty. 
Done in duplicate at Washington this 27th day of February, 1950. 


For the United States of America: 
DEAN ACHESON 

For Canada: 
H. H. Wrone 


The reservation reads: 

The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress. 


Mr. Moore. Yes, sir. 
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Senator Kerr. What does that refer to there in the words “of the 
United States share of the waters of the Niagara River”? 

Mr. Moore. It refers to the fact that the 1950 treaty, in agreement 
with Canada, is an agreement between the United States and C anada, 
by which the United States and Canada each agree to limit the amount 
of water which each country would take from that river. In the 
absence of any international agreement, each country could take all 
the water from the river which it was physically able to take. 

The United States had certain rights in its international relations 
to make an agreement with ( ‘anada with respect to the amount of 
water that would be taken out of there. When you get beyond that 
point, however, when you get into the question of who owns the bed 
of the stream and who owns the water, that is something else. Our 
law in New York is a lot different from the West because the State 
of New York is a direct descendant of the King of England, and the 
King of England owned the bed of the Niagara River, both sides 
of it. 

When we got loose from the King of England—thank God—I am 
an Irishman—— 

Senator Kerr. I notice you didn’t thank God for that. [ Laughter. | 

And I want to say, without authorization from Him, but for and 
on His behalf, that He appreciates it. 

Mr. Moore. I really can’t answer that. 

The State of New York took ownership to the bed of the river, and 
the cases so hold in the brief Judge Rosenman talked about, and are 
cited in the opinion of the attorney general of the State which Judge 
Rosenman talked about. 

In addition, the State took not only the bed of the stream, as dis- 
tinguished from the banks above the high water mark, but it also took 
the right of the use of that water. There is no dispute here at. all 
that the Federal Government has paramount rights over those of 
the State of New York which the Federal Government derives from 
the commerce clause of the Constitution of the United States. 

The commerce clause applies to this particular water and this 
particular river because: (1) it is a boundary stream, and (2) it is 
in law at least a navigable stream. 

There is no argument here at all about the right of the Congress 
to regulate what was done with the use of that water from “that 
river, On the other hand, there would have been a dispute under 
the other bill, which Chairman ane was talking about, had the 
Congress seen fit—which it did not—to pass legislation along the 
lines Congressman Miller was t: alking as this morning, authoriz- 
ing private utility companies to develop this. Then the State of 
New York would have come in and challenged that action on the 
part of Congress. It would have said that that was a grant of State 
rights, State property rights not any other rights, proprietary rights, 
Ww hie ‘+h Congress did not h: ave a right to give away. 

This is academic here now anyway as far as the private bills are 
concerned. 

The purpose of the reservation: Had there been no reservation to 
the treaty, and had the treaty gone into effect just the way Presi- 
dent Truman submitted it to the Senate, then the Federal Power 
Act would immediately have applied to the waters of the Niagar: 
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River. There is no question about that. Mr. Gatchell said that, I 
think, this morning. The 1909 treaty was enacted before the Federal 
Power Act was enacted in 1920. 

Immediately upon the enactment of the Federal Power Act in 1920, 
the Federal Power Commission licensed the Niagara Falls Power Co. 
for the use of this very water. That was the first license given out, 
license No. 16. 

That 1909 treaty limited the amount of water which the United 
States would agree to use to 20,000 feet. 

In 1941, by an exchange of notes with Canada, the United States 
made a new agreement in which it said it would not agree any longer 
to limit taking water to 20,000 feet, but would agree to limit our 
water to 32,500 feet. The Federal Power Act immediately applied. 

The Federal Power Commission immediately gave a license to 
the Niagara-Mohawk Power Co., the successor to the old Niagara 
Falls Power Co., for the diversion of that water. The same thing 
would have applied in 1950 to the additional water which the United 
States could now use without violating any agreement with Canada 
except for this reservation. 

So the Senate put the reservation in there and said two things. 
First, they reserved the right of Congress to legislate. By that they 
did nothing because Congress always had the right to legislate. Con- 
gress still has the right to legislate. So that first sentence means 
nothing. 

The second sentence, however. was a statement which was in the 
form of an enactment of law. It says no project shall be constructed 
without specific approval of Congress. That is what we are challeng- 
ing in the court. In any event, the on pose of it was to keep the F ‘ed- 
eral Power Act—and I say amend it, it is a matter of words; Mr. 
Gatchell said this morning he at consider that an amendment 
and we say it is an amendment—the purpose of the reservation was 
to keep the Federal Power Act from applying to the water that is 
now available here to be used. 

Senator Kerr. Does the Federal Power Commission have jurisdic- 
tion to issue licenses with reference to the waters that are under the 
exclusive jurisdiction of the State of New York? 

Mr. Moore. The word “exclusive” goes far. It says, “The Federal 
Power Commission under the Federal Power Act has jurisdiction to 
issue licenses over all the streams over which Congress has jurisdic- 
tion.” Congress has some jurisdiction over this stream because (1) 
it is navigable in law, and (2) it isa boundary stream. 

Senator Kerr. The thing I am trying to get before us is whether 
the Congress is butting into your business or whether you are trying 
to dictate Congress’ business. If this water is a resource with refer- 
ence to which the Congress has a responsibility, that is one thing. If 
it is a resource which as indicated by the gentleman at the end of the 
table—who appears to be perfectly willing to talk when he is uninter- 
rupted and unaccosted by somebody who may know one-tenth as much 
about it as he does—then it would seem that you are seeking to leave 
the impression that Congress here is trying to interfere in something 
with reference to which the State of New York—which you said, th: ank 

God—has complete control of. If that is the case, then Congress 
ought to back off. 
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Mr. Moore. Mayhe they should. 

Senator Kerr. If Congress has any responsibility, 1 want to say to 
you that it is per fectly capable of meeting it and unafraid to meet it. 

Mr. Moore. There is no doubt about that. 

Senator Kerr. And the scowls of witnesses will leave us either unin- 
timidated or uncoerced. 

Mr. Moore. Senator Kerr, I don’t think anybody can suggest that 
you can be intimidated by sitting at the end of the table. 

Senator Kerr. The statement was made when I came into the room 
that this matter with which we were dealing was the exclusive property 
of the State of New York, as I understood it. 

Mr. Moorn. The State of New York has proprietary rights in that 
river and in that water, which is a fact and on which you can have 
all the Jaw looked up. The United States Supreme Court said so. 
Furthermore, to answer your question, and then I will keep still, Con- 
gress has acted with respect to this water. Congress passed in 1920 
the Federal Water Power Act which is now the Federal Power Act. 
in the debates in the Senate on that act attempts were made to take 
the Niagara River out of the act. Senator Wadsworth from New 
York pushed the bill. Senator Wadsworth at that time pointed out 
there was already one treaty dealing with waters of Niagara and that 
there might be other treaties in the ‘future. The result was that Con- 
gress at that time specifically provided that the Federal Power Act 
would apply to the waters of the Niagara River. So Congress has 
exercised its responsibility. 

The question of whether Congress needs to go further and exercise 
it all over again is for Congress to decide. Certainly we can’t tell 
vou that. 

Senator Kerr. | appreciate that. I really appreciate that conces- 
sion. 

Mr. Moorr. I am sure you are very grateful, sir. 

Senator Kerr. It helps me no end to feel that what we are doing 
here is not entirely futile. 

Mr. Moore. Maybe it is. 

Senator Kerr. I would like to ask you again what I asked you to 
start with. What is the significance of the words, “of the United 
States share of the waters of the Niagara River” ? 

Mr. Moorr. That means the United States as a nation. As a na- 
tion, including the Federal Government and the sovereign State of 
New York, the components that are made up of the United States. 
That is what it means. 

Senator Kerr. Even the State of Oklahoma. 

Mr. Moorr. Yes. It is kind of dry out there though. 

Senator Kerr. Yes. Or the State of Pennsylvania. 

Mr. Moore. The State of Pennsylvania or Oklahoma. 

Senator Kerr. Or Ohio? 

Mr. Moore. No quarrel with the State of Ohio at all, so far as I 
can see. 

Senator Kerr. Then I take it that there is recognition by you that 
the committee is dealing with a resource which is described in this 
reservation in the treaty as “the United States share of the waters of 
the Niagara River.’ 

Mr. Moorr. That is right. We do think that Congress would be 
interested in the fact that the State of New York, as a State, has 
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certain rights, and that you as a Senator in the United States Con- 
gress would want to give consideration to those rights. 

Senator Kerr. I want to say that nobody in the Congress is any 
more anxious to give consideration and recognition to every right that 
the State of New York has. 

Mr. Moore. That is why the matter was brought to your attention, 
sir. 

Senator Kerr. But neither is there anyone here who is going to do 
any more in accordance with his rights to meet the responsibilities 
that he has with reference to a resource which, insofar as the status 
of it before this committee is concerned, is described as the United 
States share of the waters of the Niagara River. 

I gathered that the gentleman at the end of the table 

Mr. Moore. Do you mean Mr. Moses? 

Senator Kerr. Well, I didn’t know. 

Mr. Moses. If you will, Senator, address me as being for the mo- 
ment the Chairman of State Power Authority, that will be entirely 
satisfactory. 

Senator Kerr. To whom ¢ 

Mr. Moses. It will be satisfactory to everybody, I think, be- 
cause—— 

Senator Kerr. If I address you as Mr. Moses, is that unsatisfacory 
to you? I would say to you that as far as I am concerned, I am 
totally unimpressed by the tantrum that you put on. I will give 
you very respect and consideration that is possible. You have got as 
much right at this witness table as any man or woman in the United 
States. But neither is your cause helped—and for that matter nor 
is your State injured—by an attitude of what appears to the chair- 
man of this subcommittee to be unwarranted arrogance on your part. 
And if you don’t want to answer the questions that I ask you, that 
is all right with me. 

Mr. Mosrs. To the extent that I can answer, I will be delighted to 
answer them, except that when I am unable to answer them, I will 
ask other members of the Authority and of the staff to do so. 

Senator Kerr. That is fine. 

Mr. Moses. Up to this point we have have had no difficulty along 
these lines. 

Senator Kerr. I saw no reason for you creating it at this point. 

What is there in the bill that would make the sale of power in 
Pennsylvania dependent upon an action of the State of Pennsyl- 
vania / 

Mr. Moses. Simply, Senator, that as a business organization, which 
to begin with has to sell its bonds to private investors and has no public 
credit, therefore it has to persuade them that they can afford to risk 
their money—and that includes very many fiduciaries—we have to 
show them that we have customers, existing customers, and a reason- 
able prospect of getting additional customers sufficient to provide 
the money for amortization and interest and upkeep. 

We are fortunate in the St. Lawrence in having had Alcoa there. 
I don’t know whether we could have sold our power if they hadn't 
been there for 50 years. 

In the case of Niagara, we have the industries that are there now, 
which, however, are in bad shape because of the failure of the Schoell- 
kopf plant, and the necessity of buying power at a very high rate, 
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and on a very temporary basis from the Canadians who, as indicated 
before, are drawing power out of the Niagara that really belongs to 
us. 

When you get to the Pennsylvania matter, the first questions is, do 
we have any customers there within economic transmission distance ? 
Let’s assume for the sake of argument that that is 150 miles, which is 
what the experts have said. There are a certain number of people 
living in that corner of Pennsylvania who are within economic trans- 
mission distance. The next question that arises, is there anybody, any 
agency in Pennsylvania, competent—by competent I mean authorized, 
legally authorized—to represent that State and to come to us and say 
we want so much power, and sign a contract, showi ing that they have 
the money to sign a contract ? 

There 1s no such agency at the moment in Pennsylvania. There is 
one in development. There is one set up in Massachusetts. There was 
one set up in New Hampshire. 

Massachusetts and New Hampshire, as we said before, dropped out 
because their territory was not within economic transmission distance 
and we did deal with the agency set up by the State of Vermont to 
carry on these negotiations. That is the agency which could pick up 
the power at the border, at the boundary of New York and Vermont, 
and carry it on and distribute it in accordance with State law in Ver- 
mont. That was 100,000 kilowatts. What we have said, Senator, is 
that there is at the moment no agency set up in Pennsylvania and Ohio 
to do that. We wish there were. 

Senator Kerr. Is there any provision in the bill that any of the 
power would have to go toa ‘State agency in Ohio or Pennsylvania? 

Mr. Moses. No. There is a provision within both bills for eco- 
nomic—well, in one of them—for economic transmission distance. 
The other one doesn’t mention economic 

Senator Kerr. For what in economic transmission distance? 

Mr. Moses. Of the source of power. This is Niagara. 

Senator Kerr. How far did you say it was from Niagara Falls to the 
State Line of Pennsylvania ? 

Mr. Moses. It is on the map. What is the nearest point, Henry? 

Mr. Tatiarerro. About 100 miles. 

Mr. Moorr. About 100 miles. 

Here is a map which shows the 150-mile line. 

Senator Kerr. I have a map here before me. You don’t have to have 
a contract with any specific group of customers to be able to finance the 
development of the project if authority is granted, do you, Mr. 
Moses ¢ 

Mr. Moses. Yes: we do. We couldn’t sell the bonds unless we had a 
contract, because we wouldn’t have it at that time, we couldn’t have, 
in the nature of things. We would have to have an assurance 

Senator Kerr. I don’t believe you understood my question. I didn’t 
intend to ask it the way I think you understand it. You don’t have to 
have assurances from any particular or limited group of customers as 
to classification in order to qualify your issue for sale or make it 
salable, do you? 

Mr. Mosés. Well, you have—that is a little hard to answer. You 
have to have- 











Senator Kerr. Let me ask it this way: Do you have to have a con- 
tract with private utilities alone in order to be able to sell your bonds? 


Mr. Moses. No. 
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Senator Kerr. Or with Alcoa alone? 

Mr. Moses. Yes. In that case, yes. We had to start with Alcoa 
because we were flooding them out. 

Senator Kerr. I don’t mean as a matter of equity, and I must sav 
that I have got a very sympathetic attitude toward the needs of those 
who have been re celving power from the installation that was de- 
stroyed. But I am talking about the soundness and the salability of 
your bonds with which to build the project. 

Mr. Moses. I think I can answer that this way: We have a very 
tentative preliminary allocation of power on the Niagara. We can 
give you that. That represents what we are driving at. I can give 
you the summary of it. Niagara-Mohawk, to replace losses of the 
Schoellkopf plant, 445,000 kilowatts—that is the amount we have 
been talking about—— 

Senator Kerr. Was that the amount that they were reduced 
capacity ? 

Mr. Moses. Anticipated demands for new emergency defense 
plants---that is in the nature of things more or less of a guess, based 
on the infor mi ation we hi ave been able to get, and a good deal of that 
infor ratts. 

Exp: ‘iota of existing dust ies on the Ni: agara frontier, 250,000. 

Ohio and Pennsylvania, assuming official agencies not now in exist- 
ence are created by law, to make firm, reliable contracts, 150,000, which 
we figure is within the 150-mile limit, although they could possibly 
lose within the period of time we have been talking about, 25 out of 
50 years that we are counting on for our bonds. 

Niagara-Mohawk, New York State Electric & Gas, Rochester Gas 
& Electric, rural and domestic consumers, 730,000 kilowatts. And 
there is an asterisk there: 200,000 kilowatts withdrawable for munici- 
palities and rural electric cooperatives if they come in and can show 
that they are within transmission distance, need the power, and can 
use it. 

And finally, municipalities, including Jamestown, rural electrical 
co-ops within economic tr: ansmission distance in New York State 
which can use and pay for power, 125,000. 

And that adds up to 2 ta kilowatts which is the total that we 
anticipate if we can extinguish this Niagara-Mohawk business and get 
every kilowatt, get every bit of power that can be obtained by building 
a new plant at “Lewiston. That is what we give to the prospective 
purchasers of bonds. 

Senator Kerr. In other words, then, in the prospectus that you 
have described there, and the elements of which you outlined, there 
would be a contemplation on your part of municipalities and rural 
electric cooperatives receiving a part of the power generated ? 

Mr. Moses. Yes, indeed, and we have been talking to all of them. 
No doubt these bond purchasers, the bond attorneys, their engineers 
and their experts, are going to want to break this business down. 

Senator Kerr. Wait a minute. 

Mr. Mossgs. They are going to want to know more detail than there 
is in this schedule. For example, on the replacement of losses, that 
is a fixed figure. That is not debatable. 

The national emergency defense plants, they will want to know 
more about that. Whether we are going to be able to give them more 
I do not know. 
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Expansion of industries, they are going to ask for a lot of infor- 
mation. We are going to have to provide for expansion of certain 
industries there. If we can’t provide, they won’t stay and will move 
away to where there is re coal or other power. 

Ohio and Pennsylvania, I do not believe they are going to come 
anywhere near the 150,000 kilowatts, but we are going to ask them 
to, even in the absence of an a ency to deal w ith, and we can only 
do that by talking to the indivi sual co-ops, not knowing how we are 
going to get the power transmitted to them. 

As to the Niagara Mohawk Corp., New York Gas & Electric, and 
Rochester Gas & Electric, we can break that down without trouble. 
As to the municipalities, we can pretty well break down that 125,000. 

Senator Kerr. May I ask you at that point a question ? 

Mr. Moses. Surely. 

Senator Kerr. A contract with a municipality there, to take power 
would be just as good a basis for the issuance of bonds as a con- 
tract with a private utility or a defense industry not now in existence ¢ 

Mr. Mosss. Certainly it would be as good. It might be better. 

Senator Kerr. What then would be your objection, if any, if in a 
bill authorizing your State authority to build this project, fixing it 
so that municipalities and rural electric cooperatives in economic dis- 
tance of the project enjoy the usual governmental preferences that is 
now provided in Federal legislation with reference to projects gen- 
erally ? 

Mr. Moses. If it is not an absolute preference, Senator, and if 
there is a provision about economic transmission distances, I wouldn’t 
see any objection. 

As it is worded now we can’t make it work. 

Senator Kerr. How could you have a preference that wouldn’t be 
an absolute preference ? 

Mr. Moses. We cannot have one that is an absolute preference and 
sell our bonds. I do not know how you would spell that out. I sup- 
pose that you could put in something that would 

Senator Kerr. Let me ask you this: Lf there is a w illingness on the 
part of the New York State Authority to provide a source of power 
to municipalities and rural electric cooperatives within economic dis- 
tance of the project, what would be wrong with finding language 
which would spell out or implement that attitude and at the same 
time not impair your chances of successfully financing it ? 

Mr. Moses. Senator, you already have certain things spelled out in 
the Ives-Javits bill which we think are entirely satisfactory on that 
very subject. 

Senator Kerr. Let’s, just for the moment, you and I, now that we are 
kind of getting to where we can talk to each other without shouting, 
disassociate ourselves from both the Ives-Javits bill and the Clark 
bills, and talk about a principle of legislation, and bearing in mind 
that even though the members of this committee finally agree in prin- 
ciple, there is none of us so devoid of vanity that we want to accept in 
its entirety the language offered by some other member of the commit- 
tee without being given the right to offer a modest amendment and 
have it respectfully considered. 

Now that we have disassociated ourselves—and I hope we have— 
from any identification with either bill, and just discussing the prin- 
ciple of the matter, could you in your judgment, and would you be 
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willing to accept an authorization from the Federal Government to 
build this project with a reasonable statement in it that, with reference 
to a certain amount of power municipalities and rural electric — - 
atives within economic transmission distance, would have the prefer- 
ence right to buy it at the going rate? 

Mr. Moses. I can answer that this w ay: I have already stated in the 
short statement I made at the beginning of this session that we have 
only one object in coming here: we want a workable bill. We are not 
wedded to any language. We have no pride of authorship of any 
language. We want a “bill that works. How does it work! It ean 
work only if we can sell our bonds to prudent investors without public 
credit. Without that it is futile. We haven’t done anything. 

Senator Kerr. Let me give you a word of encouragement there. 
May 1? Even the State of Oklahoma, which was referred to a mo- 
ment ago by one of your affiliates there, associates, in a matter that I 
couldn’t tell whether it was entirely respectful or not but I did not 
question his right to refer to it as he wanted to, but even the State of 
Oklahoma has gone to New York and made arrangements with New 
York financiers to send money out to Oklahoma to finance a power 
project on a stream of water, and they are doing so with the knowledge 
that the Grand River Dam Authority in Oklahoma is giving a prefer- 
ence right to the municipalities and rural electric cooperatives in that 
area to buy a certain amount of that power. 

Mr. Moses. Senator, that is in the Javits-Ives bill. 

Senator Kerr. We have disassociated ourselves from those bills. 

Mr. Moses. But as far as—— 

Senator Kerr. I am not espousing the Clark bill for the moment, 
and don’t you espouse the Javits-Ives bill. Let us just talk about this 
principle, if you are willing to. 

Mr. Moses. Certainly Iam willing to. What I am saying is this—— 

Senator Kerr. Then the fact that that is in there would not make it 
an unworkable bill, although the committee happened to report out a 
bill that did not have anybody’s bill on it. 

Mr. Moses. We don’t care about the name on the bill. We are inter- 
ested in getting a bill under which we can work. That is our job. 

Senator Kerr. We do not want you to have any other kind of a bill. 

Mr. Moses. Well, all right. 

Senator Kerr. I would say that if there be agreement in principle 
with reference to this matter that I have referred to here, then I think 
that there is a preponderance of reasonable men on this committee 
that could work the bill out in conformity with that principle. 

Mr. Moses. I do not believe there is any difference in conformity 
in principle. The point I make is this: That you can’t freeze these 
things into exact figures. 

Senator Kerr. Does the Clark bill do that? 

Mr. Moses. No; the Clark bill does not do that, but what the Clark 
bill does is to provide an absolute preference which would tie us up 
in such a way that 

Senator Kerr. Call my attention to the exact language in the Clark 
bill that offends you. 

Mr. Moses. Page 2, the last paragraph on the page, beginning with 
the figure in brackets: 





In contracting for the disposition of project power. 
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Senator Kerr. Will you read it? 

Mr. Mosrs. Surely (reading) : 

In contracting for the disposition of project power, the licensee (the New 
York Power Authority) shall (a) give equal preference for the purchase of such 
power to (i) counties and municipalities, including their agencies or instru- 
mentalities; (ii) departments, agencies, and instrumentalities of New York 
State; (iii) rural electric cooperatives not organized or administered for profit 
but primarily for the purpose of supplying electric energy to their members as 
nearly as possible at cost; and (iv) the defense agencies of the United States. 
(b) Make flexible arrangements and contracts for the disposition of project 
power to utility companies organized and administered for profit, with suitable 
provisions in such contracts for the withdrawal upon reasonable notice and fair 
terms of enough power to meet the needs of the foregoing classes of preference 
customers. 

Senator Kerr. Is that the clause that has what you call the absolute 
preference that you find objectionable ¢ 

Mr. Moses. That is part of it. 

Senator Kerr. Let’s refer to the language in the Ives-Javits bill 
which you feel is identical or similar in principle. 

Mr. Moses. The bottom of page 5, Senator. 

Senator Kerr. Would you read the language that you have in mind ? 

Mr. Moses (reading) : 

A provision requiring that a reasonable amount of the power available in the 
State of New York and of the power made available in neighboring States under 
paragraph (e) be allocated for the present and reasonably foreseeable future 
needs of rural electrie cooperatives and municipalities in the project’s economic 
market area. 

That is the preference clause. 

Senator Kerr. Wherein now is the difference between the provisions 
of the 2 bills with reference to that matter that makes 1 of them 
acceptable and the other fatal ? 

Mr. Moses. In the first place there is the provision for withdrawing 
power in the interest of the preference customers. 

Senator Kerr. Is that the language at the top of page 3 of the Clark 
bill? That is right. 

Senator Kucnen. The bottom of page 2. 

Senator Kerr. It begins at the bottom of page 2: (b) The Javits- 
Ives bill says: A provision that a reasonable amount be— 
allocated for the present and reasonably foreseeable future needs of rural 
electric cooperatives and municipalities. 

Let’s say that the Congress passed that bill, and you had com- 
pleted your project with a conductive capacity of 2 million killowatts. 
And you had an opportunity to sell the entire output to market other 
than municipalities or rural electric cooperatives. Would you not 
think that under this language that you would have to have some kind 
of a withdrawal provision in your contract that you made whereby you 
immediately began the de livery of the power to others? 

Mr. Moses. We would be acting in accordance with our own law. 

Senator Kerr. Now you see you lose me there, because you expose 
my ignorance of your law. You can answer my question without 
embarrassing me. 

Mr. Mosrs. I have the law here. 

Senator Kerr. We don’t need to read it for you to answer it. Tam 
just referring to the language of the Javits-Ives bill where it said 


ee 


Se A aoe 


ne ee 








136 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 

that the license—I believe that is what it refers to—at least the au- 
thority to do this— would have— 

a provision requiring that a reasonable amount of this power be allocated for the 
present and reasonably foreseeable future needs. 

If you were to implement that language, it seems to me that you 
would have but two alternatives: Either from the beginning you 
would withhold a certain amount of that power to meet that future 
demand, or else if you sold it for immediate delivery in the absence 
of an existing demand from a municipality or an REA, in order to 
comply with “this provision you would have to have a contract for 
further withdrawal of a part of the power which you contracted for 
immediate delivery but which you would use in the future to meet 
that which is referred to as the reasonably foreseeable future needs, 
wouldn’t you ? 

Mr. Mossgs. Senator, I read you the tentative power allocation. Un- 
der Niagara-Mohawk, New York State Electric—— 

Senator Kerr. Don’t confuse me. 

Mr. Moses. I am not confusing. 

Senator Kerr. I havea one-track mind. 

Mr. Moses. Senator, let me— 

Mr. Porerti. Let him clarify it. 

Mr. Mosss. It will only take one minute. 

Senator Kerr. I will make an agreement with you. 1 will tollow 
you wherever you want to lead if you eventually answer the question. 

Mr. Moses. I would—— 

Senator Kerr. Will you do that / 

Mr. Mosgs. Yes. 

Senator Kerr. Now will you do that? 

Mr. Mosrs. Yes, sir. 

Under the tentative allocation of power for Niagara-Mohawk, New 
York State Electric & Gas, Rochester Gas & Electric, for rural and 
domestic consumers, 730,000 kilowatts, of which 200,000 are with- 
drawable from municipalities and rural electric cooperatives. That 
is evidenced in one of our contracts at least on the Saint Lawrence 
that we have made provisions for withdrawing power in certain 

vases, and only in those cases where the people ‘who buy our bonds 
with whom we have to negotiate are willing to buy the bonds on that 
basis. I have to keep coming back to the point that we have to sell 
these securities. 

Senator Kerr. That is right. 

Mr. Moses. And we have no government printer. 

Senator Kerr. You told me awhile ago, if I didn’t misunderstand 
you, that you couldn’t do it if you had a requirement to put in into 
one of those contracts that you would be able to withdraw a part of 
that power. 

Mr. Moses. Yes, but Senator 

Senator Kerr. Now you tell me that that is just exactly what you 
aim to do. 

Mr. Mosss. I said that if it were a fixed requirement that we couldn’t 
do it. 

Senator Kerr. Do you mean by that a requirement for a fixed 
amount? Or a definitely established requirement to withdraw some 
amount ¢ 
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Mr. Moses. If it were a provision that a certain amount, like rea- 
sonable—I don’t care what your adjective is—should be withdraw able, 
that is one thing. That is something we can do. But if you fix the 
amount, we can’t take it. This is a discretionary thing, this thing we 
have put out here. 

Senator Kerr. Let me see if I understand that your basic objec- 
tion—and I only do this because I am trying to find out the way in 
which we can implement this principle that we have agreed on with- 
out doing violence to the feelings of either one of us—your basic ob- 
jection then to the language beginning at the bottom of page 2 of the 
Clark bill is that it could be interpreted as requiring you to hold’a 
ereater amount available for withdrawal than you feel would be 
economically sound in bringing about the financing of the project? 

Mr. Moses. That is right; conceivably all of it. 

Senator Kerr. = if the committee decides it wants to report a 
bill out-—whether it uses the language of the Javits-Ives or of the 
Clark bill—if it were to make a requirement for the holding of a rea- 
sonable amount and an amount in which your views on the matter 
would be taken into consideration in determining what would be a 
reasonable amount——- 

Mr. Mosss. I think language of that kind would be entirely satis- 
factory to us. 

Senator Kerr. I would say that we are not nearly as far apart as 
some of these misguided people around here might have thought 
listening to the chairman. 

You and I wouldn’t want to be a party to deceiving these folks, 
would we ¢ 

{ want to thank you—— 

Mr. Moses. All I want to repeat is, give us a workable bill. Weare 
not wedded to any particular language. We want a bill that will 
work in the sense that it will enable us promptly to sell our bonds, 
because we really have an emergency situation on the Niagara frontier. 

Senator Kerr. We really do have, and that is why for the third 
time in a very short Ce this committee is devoting itself to the 
matter of this bill. We can proceed now first with the understanding 
that Congress is dutybound to recognize that the State of New York 
has very ‘substantial ‘rights. And I want to say to you, speaking for 
myself, that I am just as anxious to recognize and honor the rights of 
the State of New York as I am the 1 ights ¢ of the United States Govern- 
ment. And if it ever gets down to where I have to resolve the ques- 
tion and give either one the benefit of the doubt I am going to give 
the benefit of the doubt to the State, whether it is New York or 
Oklahoma. 

So that we first recognize that New York has very definite rights. 
And we think on this committee very great rights. 

Second, although we might wish it were not so under the provisions 
of this treaty, the Federal Government has certain responsibilities. 
In reporting a bill out, we want to fix it so that the State of New 
York can develop this great natural resource for the benefit of the 
people of New York, and in doing so make it consistent with the his- 
tory of the Congress, as far as I know without exception, of recog- 
nizing the preference rights of rural electric cooperatives and munic- 
ipalities for the participation in the power created by the project, 
and doing so on a basis that will do justice to them and to all other 
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consumers and at the same time enable you to have a project which 
you can go out and with reasonable success figure on financing and 
€ ompleting expeditiously. 

If we can do that, you will be happy with it, although we don't 
follow the language of either one of these bills before us. 

Mr. Moses. That is r ight. 

Mr. Potertt. That is right. 

Senator Kerr. Those are all the questions that I have. 

Senator Neusercer. May I ask a few questions, Mr. Chairman / 

Senator Kerr. Yes, sir. 

Mr. Poverti. As a trustee I would like to say that I am personally 
very grateful to you, Senator, for this discussion that we have had, 
because I think it has clarified the air considerably. 

Senator Kerr. Thank you. 

Senator Kucuex. Let me join in it, too. 

Senator Kerr. I want to say we can make it unanimous if you 
want to. 

Senator Carrouu. I concur. 

Senator Neusercer. Then it is unanimous. 

Senator Kerr. Senator Neuberger ? 

Senator Neveercer. Just a few questions, Mr. Chairman. 

I am still somewhat interested in the duration of this 445,000 kilo- 
watts reservation for the Niagara-Mohawk Co. I am still concerned 
about the fact that it exists after 1971 when their license expires. 
I would like to ask the chairman of the power authority, Mr. Moses, 
specifically what he meant when he testified or submitted a statement 
to the House Public Works C ommittee last year—I think June 28, 
1956—and to this particular sentence in that statement : 

It may be said that we had already had in mind financing and installing addi- 
tional generators and turbines in the proposed new authority plant to provide 
after 1971 for the power generated at the Schoellkopf plant. 

Mr. Moses. That is right. 

Senator Nevusercer. What did you mean by that ? 

Mr. Moses. That just meant that in the very improbable event that 
anybody would loan us any money, and in the absence—I mean in the 
absence of an agreement with Niagara-Mohawk—that we would at- 
tempt to put up some kind of a plant that later on could be furnished 
with additional machinery and energy to provide the energy that we 
don’t have. 

Senator Nevsercer. But you must have had in mind that after 1971 
something would have happened. You have made the point earlier to- 
day, you and your associates, that when the license expired in 1971 that 
the company would not necessarily lose its rights to that water. Bui 
what did you have in mind occurring after 1971 when you made this 
statement to the House committee / 

Mr. Moses. I suppose the possibility of some renegotiation. Noth- 
ing would happen in the interval. And we found that out since then. 
We found out something, quite a little, in the last year or so, Senator. 
One of the things has to do with what you are all very familiar with 
here in W ashington, and very sensitive about and properly, and that 
is the increase in the cost of all these things. And that has made a 
tremendous difference in our entire thinking on this subject. We 
make estimates in good faith and they turn out to be way off. 
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That increases the difficulty of getting any money on these things, 
and of selling our bonds. We have to think of ev ery possible con- 
tingency, and it is a possible, I think grossly improbable, contingency, 
that we can somehow or other finance a new plant at Lewiston big 
enough to accommodate additional generators and turbines in the fu- 
ture. I don’t think it could be done and especially not in the light 
of present prices. And then there would be some renegotiation with 
this company. Those are all contingencies that you think of. But 
{ think what has happend in the last year has proven beyond a shadow 
of a doubt first of all, that the emergency is a very serious one; that 
this margin between staying in Niagara and going elsewhere i is very 
small. Sec ondly, that an costs have gone up enormously. 

Senator Neusercer. I don’t see what the costs have to do with the 
vear 1971. You submitted this statement only 9 months ago. Con- 
struction costs were very high at that time. I am still puzzled by the 
fact, and to me the duration of this reservation is a very important 
point. 

You have indicated here earlier that you did not think, and your 
associates did not think, that the company necessarily lost its rights 
to the water when the license expired. But still last June you your- 
self brought into the question that the year 1971 was certainly a 
demarcation point in your plans on this particular stretch of water. 

What else occurred in 1971 in your mind except the expiration of 
that license ¢ 

Mr. Moses. Certainly it is a date. Beyond that date the FPC 
have told you they don’t know exactly what will happen excepting 
that somebody has got to pay that company a lot of money. 

Senator NeuBercer. But if you yourself brought into the hearing 
that after 1971 that the New York State Power Author ity had in mind 
financing and installing additional generators and turbines in the 
proposed new authority plant, why not make this 445,000 kilowatts 
reservation just until 1971? 

Mr. Moses. Because we couldn’t sell any bonds. Nobody would 
buy them today at present prices and under present conditions. That 
is what I am trying to say. We can’t sell them. As of today, you 

can’t sell a bond without having an agreement with that company, 
and providing all the turbines, all the generators, and the whole 
works; that is something we found out. In 2 years our cost estimates 
have risen what ¢ 

Mr. Cuaprn. $405 million to $564 million. 

Mr. Moses. T hey are close to 600 million now. 

Senator Neupercer. I don’t see that inflation has anything to do 
with the year 1971 in this situation, 

_ Mr. Poterri. Could I take a chance at trying to answer that ques- 
tion ¢ 

Senator NEUBERGER. Surely. 

Mr. Poterrt. In western New York, in the first place we have all 
these industries. Come 1971, if any person were a member of the 
power authority, would he suddenly destroy all the industries of 
western New York that are using 445,000 kilowatts and aoe 
35,000 to 40,000 people What else would you do but sell it to these 
existing industries ? 

You couldn't do anything else. I am talking practically. The 
authority has made this arrangement with the Ni: agara-Mohawk so 
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that we will sell this 445,000 kilowatts, not for the duration of the 
license that we ourselves get, hope to get from the Federal Power 
Commission, which is 50 years, but we made an arrangement to sell to 
them, to tie it up for 30 years, the period of the bonds, because it helps 
our financing of the bonds. But even after 30 years, unless atomic 
power just displaces completely cheap hydropower, what else could a 
trustee, sitting on that power authority do, but sell that amount of 
electricity to those industries on which entire communities depend ¢ 

That is what goes through my mind as a trustee. So that I am not 
terribly impressed as to whether that period is 16 years or 14 years 
or 18 because you have to face the practical situation of existing indus- 
tries with thousands of families there, and you can’t destroy those 
communities. 

Senator Neupercer. The individual who originally intruded the 
year 1971 in this discussion was the chairman of the New York State 
Power Authority. 

Senator Kerr. Let me ask a question there. When did Mr. Moses 
make that statement? He and I have gotten pretty friendly here. 

Senator Neupercer. June 28, 1956. 

Senator Kerr. As I understand it, when he made this statement in 
1956 this power company was using that amount of the power—their 
plant hadn’t been destroyed then, had it? 

Mr. Moore. It was after destruction. He is talking about what 
has been in mind before the destruction, 2 or 3 years back. 

Senator Kerr. When was that ? 

Mr. Moore. June 7, 1956. 

Senator Kerr. That is when it was destroyed ? 

As I understand your statement, you are saying to us that in the 
financing of this project you are looking at bonds extending over a 
period beyond 1971? 

Mr. Moses. That is right, 30 years. 

Senator Kerr. 30-year bonds? 

Mr. Mosss. Yes. 

Senator Kerr. And that you have got to, as a basis for negotiation 
with these tough bankers—and I know how tough they are—show them 
that you are going to have an income not for a 16-year period, but for 
a 30-year period / 

Mr. Moses. That is right. 

Senator Kerr. And you are not talking about giving a contract to 
Mohawk Power for 50 years. You are talking about giving it to the 
customers that you are going to have settled contracts with for this 
power for that period of years during which you are agreeing to repay 
the amount of money you borrowed to build your project ? 

_Mr. Moses. That is right. We expect—first let me point out that 
since all that happened, we got from the State a very substantial ad- 
rance of funds, and we have another one that has just gone through 
the present legislature. The first one was $350,000 and $475,000 in the 
present budget. For that money we have employed the same experts, 
the same firms to go ahead and make plans and details. As a result of 
those plans, we know a great deal more now than we did then. We 
know a great deal more about contracts. We know a great deal more 
about the problems of marketing power than we did at that time. In 
other words, we learned something as a result of these studies. 
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We are presenting to you as honestly as we can what our problem is 
in selling these bonds. It is futile for us to talk to these people about 
a sale of bonds that ends in 1971 on a project that costs $600 million. 

Senator Kerr. In other words, if you didn’t have a contract with 
the purchaser that you are figuring on making it with for the 30-year 
period, but only until 1971, to justify them buying your bonds, you 
would have to say at the end of that time we have a contract with 
this other solvent customer who would then step in the shoes of the 
one who will get this until 1971, and you visualize that as an undue 
difficulty or a hardship that would be placed upon you if we fixed it 
and made it conditioned on that / 

Mr. Mosrs. That is exactly right. You have to add another factor 
to that, that as a practical matter before we issue our definitive bonds, 
we will have to borrow from the bank 

Senator Kerr. Will you say that again / 

Mr. Mosrs. We will have to borrow, Senator, from the banks to 
tide us over to the time when the market is favorable for selling all 
of the bonds. That is the customary procedure. We borrowed $40 
million. Let’s assume for the sake of argument that we have to bor- 
row $60 million. That is the beginning of our troubles. We have to 
prove to those fellows who made that first loan that they can take 
that risk which in some ways is an even greater risk than the other 
one, in advance of selling the definitive bonds of $600 million. We 
have no desire to give any handouts to Niagara-Mohawk. Our friend- 
ship with some of these people is a very recent one. [ Laughter. | 

It didn’t exist 2 years ago. And that is the reason for a little of this 
confusion that appears here in the testimony before the committee. 

Senator Neupercer. I don’t understand that you don’t want a pref- 
erence for the co-ops or the municipalities, but you want what to me 
seems a very extensive preference for Niagara-Mohawk. 

Mr. Moses. No. We are dealing with people that have rights, they 
have power under contract. You can’t abbrogate their contract. You 
can’t take something away from them without pomapensnting them. 

Senator Neusercer. But you yourself put in the year 19/1 as cer- 
tainly if not a terminal, point, certainly a point of demarcation in this 
entire situation when you testified 9 months ago. 

Mr. Moses. A point of consideration in the event, one, that you are 
able to sell any bonds for any power that we have—— 

Senator Neusercer. But you didn’t mention that bond contingency 
then. 

Mr. Moses. If you will let me finish the sentence, Senator—which 
we have now found out we can’t do in the light of present conditions. 
We can’t sell the bonds. We found that out in the last year. 

Now, secondly, you have got to keep in mind the obvious fact that 
these companies have found out certain things about other sources 
of power and about their other properties, and I think that when you 
have listened to the companies that are on the board, the industries, 
the next people to testify before you, you will get a better picture 
of that. 

It is astounding, it will be astounding to you, I think, to find out 
how that margin between waterpower in Niagara and steam power 
somewhere else has gotten down to where it doesn’t mean much of 
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anything any more, and where a big company that is nationwide can 
very easily pick up and leave. That all developed in the last year. 

You can question them about it. They are here. They know more 
about that than we do. 

Senator Neupercer. The thing that disturbs me, Mr. Moses, is this: 
That you have painted a picture, and so has Governor Poletti, of the 
very conservative buyers of your bonds, and I think somebody men- 
tioned their hostility to these so-called public power developments 
and so on. 

In other words, is the price of selling these bonds, the bill that 
emerges for the authorization of the New York State Power Authority 
to use this water on the international boundary, is the price of that 
preference in the bill for Niagara-Mohawk for 30 years and no prefer- 
ence for the co-ops and the municipalities? If so, I would say that 
that. is a pretty stern hard price. 

Mr. Moses. We don’t think it is. We think it is a practical con- 
tingency that you have to face. 

Senator Neupercer. And you expect us of the Congress to report 
out a bill that has 30-year preference for 445,000 kilowatts for Niag- 
ara-Mohawk 16 years beyond the existence of their license, and no 
preference for he co-ops and municipalities? 

Mr. Moses. I don’t see that it is on all fours. 

Senator Kerr. I understood him to say that he was willing and 
favored language in here which would give a preference to the munici- 
palities and the co-ops of a reasonable amount of this power for 50 
vears. 

Mr. Moses. Why would you assume, Senator Neuberger—— 

Senator Kerr. If lam wrong, you correct me. 

Mr. Moses. No; that is correct. 

Senator Kerr. Isn’t that what you told me? 

Mr. Moses. Why would you assume that we haven't any desire not 
to do the right things by the co-ops and munic ipalities? 

Senator Nevpercer. I have no such implication at all. We are just 
having a record of what you do favor. Am I to understand, then, that 
you are willing to have a bill re ported out which does contain prefer- 
ence for munic Ip’ alities and co-ops / 

Mr. Moses. Provided it isn’t an absolute fixed preference. 

Senator Neusercer. What do you mean by that / 

Mr. Moses. I mean by that that it doesn’t prescribe exactly the 
amount of power that has to be reserved. 

Senator Nrupercer. Let me ask you, what would you suggest? 
How would it be phrased ? 

Mr. Moses. I don’t know. That is a matter of language. 

Senator Nevusercer. What kind of preference then would you 
favor for the municipalities and co-ops? 

Mr. Moses. We have a preference now. What I suggested, and 
what the presiding Senator suggested here, which | think is all right, 
is scmething along the lines of a provision that there would be 
reasonable provision, and I don’t care whether that is your adjective 
or some other, for withdrawing power from other customers for the 
co-ops in the event that they are (a) within economic transmission 
clistance, and (b) can pay their bills. 

Senator Nrupercer. By economic transmission distance do you 
mean 150 miles? 
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Mr. Moses. That is the way we interpret the title, based upon all 
the information we have been able to get from all sources. Roughly 
that. Not exactly 150 miles, but something like that, in our area, 
in our district, in New York. Not necessarily in some other part 
of the country where the conditions are totally different. 

Senator Neupercer. The conditions of transmitting power are the 
same everywhere. 

Mr. Moses. No, they are not. By no means. 

Senator Neupercer. Explain to me why they are different. I 
would like to know. Senator Ives said earlier it was a matter of 
physics. I thought physics was a fairly constant thing. 

Mr. Cnuartry. I am W. 8S. Chapin, general manager of the power 
authority. Bill S. Chapin. 

The cost of wire right-of-way rights alone in the State of New 
York will exceed the cost of the entire transmission line in the west- 
ern part of the country, in the open part of the country. Rights-of- 
way are extremely diflicult to obtain in congested areas. 

Senator Neusercer. What about wheeling over existing lines? 
Aren’t there existing lines that you can use? 

Mr. Cuarty. The existing lines will have to be supplemented and 
the cost of the existing lines in congested areas, the investment is 
very large. 

Senator Kerr. Is it your position that even existing lines, by rea- 
son of the fact that they cost more for right-of-way and saer 
elements of construction, might not be able to wheel it as cheaply as 
others in similar position could in a different area where the invest- 
ment would not be as high ? 

Mr. Moses. Give him the figures on the new bond issue we agreed 
on today. 

Mr. Cuarty. That is definitely so. We are building a line to 
Plattsburg, $714 million for 80 miles. We are building a 5-mile line 
to tie our switchyard at Barnhart Island with the new Reynolds 
plant at Roosevelt Town, 5 miles away, and General Motors, adjacent 
to the Reynolds, and to do certain—to provide certain switchyards 
at the end of an existing 80-mile line that the authority now owns. 
That will cost 86,800,000. 

Senator Kerr. For 5 miles? 

Mr. Cuapin. Five miles plus these additional switchyards and 
transformer facilities. But the cost of transmission in western New 
York, or in New York State, cannot be compared with the cost in 
open pi arts of the country. 

Senator Nevnercer. Mr. Chairman, I wonder if we can perhaps 
ask the Federal Power Commission and the Department of the In- 
terior for some studies, some of their figures on the costs of trans- 
mitting power. 

Senator Kerr. Surely. 

Senator Nrupercer. I think this is a very material part of it. 

Senator Kerr. I think the point raised by the gentleman is very 
pertinent and a very real one. 

Senator Nevsercer. That is all that I have. 

Senator Carroii. Do you have any sum of money out of this $600 


million that is allocated to transmission lines ? 
Mr. Moses. Y Cs. 
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Senator Carrotit. How much? 

Mr. Moses. The main line is really a separate thing. Have you 
proven that finally / 

Mr. Cuarrn. There is money in there for a tie between the St. samy 
rence and the Niagara. Just how that tie will be made, whether 
will be made by strengthening existing lines or whether it will “ 
made by completely separate lines, we don’t know. So that the esti- 
mates are not definitive in that respect. 

Mr. Moses. 220 miles isn’t it ? 

Mr. Cuaprn. It is about—it is over 200 miles. 

Senator Carrot. A point of information about this New York 
Authority? When you say you build, are you referring to the New 
York Authority ¢ 

Mr. Mosses. What is that? 

Senator Carroti. Are you now creating, building transmission 
lines ¢ 

Mr. Mossgs. Yes. 

Senator Carrott. The New York Authority / 

Mr. Poterti. The New York Authority owns the transmission line 
from Massena to Taylorville, which is about 70 miles, which it pur- 
chased from the Federal Government, which the Federal Govern- 
ment put in during the war in order to get electricity up to the Alu- 
minum Company to help out in the defense effort. Then the power 
authority has sold bonds to construct a transmission line from Mas- 
sena to Plattsburg and to the border of Vermont so that the Vermont 
public agency can get this 100,000 kilowatts that we are selling to 
Vermont. 

And now at a meeting we had today we are authorizing the switch- 
yards at the end of our Taylorville line and also a new transmission 
line going into Roosevelt Town to take care of those two new indus- 
tries that will go in there, Reynolds and General Motors. 

Senator Carroti. Assuming that this reasonable concept is ac- 
cepted in the and we are now talking about Pennsylvania and 
Ohio—how would you transmit power to your State line? Do you 
do it by transmission lines of the New York State Authority or by 
private utilities / 

Mr. Moses. We wheel it. We have no right to build any transmis- 
sion lines in competition with existing lines, unless the existing lines 

can’t carry the power. And we couldn’t finance them anyway if we 
aoe That is the reason we made the agreement referred to before 
with the private company under which they supply or carry part of 
the power up to the Vermont line and we carry the rest on a new 
line. They improve their line, strengthen it. We build a new one. 
That enables us to take care of Vermont, the airbase, and the city 
of Plattsburg. 

Senator Carro.u. Just one more question. 

Mr. Moses. And backing up. 

Senator Carroii. I notice in 

Mr. Moses. Let me interrupt you a minute, Senator. There is one 
other thing I would like to call attention to, and that is if we can 
link up these two systems—and we think we can, I mean Niagara 
and St. Lawrence—that is going to give us more power for every- 
body, including the co-ops, everybody that is concerned. 
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Senator Carrott. And you will link that up by transmission lines 
from the authority ¢ 

Mr. Mosrs. Yes. 

Senator Carroiu. Referring to Governor Poletti’s testimony—and 
I have only one or two questions—I understand it is the present pol- 
icy of the authority to recognize, to give preferential treatment of— 
you used this ter m—preferential blocks of power to rural and domes- 
tic consumers and municipal corporations. 

Mr. Mosrs. That is right. 

Senator Carrot. That is your policy at present ? 

Mr. Moses. Yes. 

Mr. Porerrt. We have sold to every municipality within economic 
transmission distance from St. Lawrence, and we have also stretched 
and gone perhaps a little beyond to sell to 3 rural electric coop- 
eratives, the only 3—we only have 5 in the whole State but we are 
covering those 3 and making a contract with them, and we work out 
a wheeling arrangement with the 2 private utility companies at a 
flat rate of transmission. 

Senator Carrot. My next question I would like to have Mr. Moses 
answer. We have talked about present policy of the New York Au- 
thority with reference to the allocation of power to rural and do- 
mestic consumers and municipal corporations. Is that allocation 
based on any sort of a preference, or is it just a policy ? 

Mr. Moses. It is based on a preference. We give the preference 
wherever we can. Actually, Senator, it doesn’t constitute any prob- 
lem for us at all because the needs, the demands are so small. When 
you get through with the general talk and get right down to a mu- 
nicipal plant, or an REA that has any money and can contract and 
has the authority to contract through the mayor, council or what- 
ever the board is, it gets down to very small amounts. 

Henry, you can give him the amounts so far; can’t you? 

Mr. Tartarerro. Yes. 

Senator Carroti. May I interrupt here, because I do not want to 
extend this too much. I note here from the questioning of Senator 
Kerr that you have set aside for municipalities and co-ops 730,000. 

Senator Kerr. I thought he said 200,000, 

Mr. Taxrarerro. 425,000. 

Senator Kerr. That is about 20 percent of the total capacity ? 

Mr. Tavtarerro. Yes. 

Senator Carroti. You therefore intend, if this bill passes under 
this authority, to follow this same policy, is that correct? 

Mr. Moses. That’s right. 

Senator Carroiti. Now the next question. You have set aside a 
certain amount here. I have for Pennsylvania and Ohio, 150,000. Is 
that right? 

Mr. Moses. That’s right. 

Senator Carrouy. In arriving at that—that is the question that I 
put to you a short time ago—how did you arrive at the figure of 
150,000 ? 

Mr. Moses. We simply took the list of all the people within that 
radius, all the agencies within the radius, and made a canvass. Mr. 
Taliaferro can tell you the details of that much better than I can. 
That was a much larger sum than those called for. 

Isn’t that right ? 
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Mr. Tariarerro. The way we did it, was to make a conventional 
market study on the basis of the population and use of power within 
various radii from the project, and we found that the 150-mile area 
which Mr. Moses referred to, is the area in which all of the power can 
be economically absorbed. 

Senator Carroti. Has that information been transmitted to the 
proper officials of both Pennsylvania and Ohio? 

Mr. Tartarerro. No, sir. We at the present time do not have a 
designated agency, that is, the States do not have a designated agency 
to deal with the authority. 

Mr. Moses. You have to deal with the individual existing groups, 
and there are very few of them. We have no official agency. We have 
no policy stated. We have a policy in Vermont. They seemed for 
awhile to be on their way to some policy in Massachusetts and New 
Hampshire but they gave up the idea of getting our power. 

Senator Carroti. If there was a proper agency or authority, you 
would deal with them up to 150,000. 

Mr. Moses. If we had a central agency to deal with, instead of 
shopping around and talking to all the individual companies and the 
people who think they like to form a company under certain conditions. 

Senator Carrotz. I have been going back into the debates. Cer- 
tainly no one could object to the very splendid presentation today of 
Senator Kerr if we are going to get a bill here. You people have been 
fighting for years, and I looked over the record of the past several 
years—and I was not here. A similar bill, to S. 512 was passed by the 
Senate on a vote of 48 to 39. Evidently, as I read the record, it was 
not passed by the House and there were sought some amendments 
in the House. 

The question now comes to perhaps marking up a new bill. 

As I understand, not to restate the whole proposition, you are 
willing to accept reasonable limitations or reasonable statements about 
the use of the preference clause. What you object to is a specific 
statement ¢ 

Mr. Moses. That is right. 

Senator Carrot. Because it may interfere with the marketability 
of the bonds? 

Mr. Moses. And we want the economic distance written in. Not 
only as it effects other States, but as it affects domestic distribution. 

Senator Carroti. That is not quite clear tome. Why does that have 
to be delineated? Why do you have to have that? Wouldn't the 
economics of it take care of it’ 

Mr. Moses. Because we get into a demand that the investors would 
not pay any attention to or listen to, to carry beyond economic dis- 
tances because there are some people who would like to have it done. 

Senator Carroiu. I should assume that the authority would always 
be in your authority itself. I do not think they intended that Congress 
would force you to operate long distances at a loss. I wonder “why 
you limit it to 150 miles. 

Senator Kerr. He did not say 150 miles. 

Senator Carrot. I was under that impression. 

Senator Kerr. He said that was his impression generally of what 
the economic distance would be. 

Mr. Moses. I do not suggest that you write in the words 150 miles. 
I say write in the words “within economic transmission distance” in 
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the same way they are written in the Clark bill for the distribution 
outside the State lines. 


Senator Carrotu. That sounds reasonable. That is the point I was 
trying to make. 

Mr. Moses. Let me tell you how far people go with these demands, 
and how quickly they become the subject of politics and political 
agitation, and how they frighten the investors to death. We had a 
former chairman of the Tennessee V alley who came to New York and 
who was engaged as a consultant by the mayor, and as soon as he 
got there he began advocating that we bring down power to New York 
to operate the municipal plants that run the subway systems, and he 
said that would be a yardstick, and that would enable us eventually to 
condemn the Consolidated Edison Co. That included all the St. 
Lawrence and all the Niagara and we did not have the Niagara and had 
already disposed of three-quarters of our St. Lawrence power. Other- 
wise it was a good scheme. 


Senator Carroiy. There is no disagreement in this bill. S$. 512, on 
page 3, “The licensee shall make a reasonable portion of the project 
power available for use within economic transmission distance in 
neighboring States.” 

You agree to that ¢ 

Mr. Moses. Yes. 

Mr. Poterri. The chairman was saying that that same language 
should be incorporated in the preference part, so as to make it clear. 

Senator Kerr. That is the intent of the bill. 

Mr. Moore. It is not in there. 

Mr. Porerri. There is some apprehension among the financial 
people, 

Senator Kerr. Let us say to you that that language has no other 
significance, and if the bill fails to make it clear that that refers to the 
power with reference to which the preference clause complies, cer- 
tainly the authors of the bill would want to be certain it is made clear 

Senator Carroiy. I yield to Senator Neuberger. 

Senator Neupercer. I have a question that is pertinent to Senator 
Carroll’s questions. 

In 8. 512 the phrase “within economic transmission distance” is 
used, if I am not mistaken, and in S. 1037, the other bill, the phrase 
“economic market area” is used. Is that correct? Is there any dif- 
ference in your concept between those two terms? 

Mr. Moses. Yes, there is. It is best to have them both. 

Mr. Moore. There is a big difference. 

Senator Neupercer. What is the difference / 

Mr. Moore. You might be able to take Niagara power and carry it 
in big blocks a long way to somebody in a high-cost area where it will 
do them some good. But by doing that, you ‘would skip over an awful 
lot of people to whom it would do a lot more good, Economic market 
area, as we conceive it, is an area in which the power can actually be 
sold and have some effect, where it is cheaper than other power, rather 
than skip over a bunch of people to whom it would save 2 or 3 mills 
and take it a couple of hundred miles to somebody for whom it would 
save only 1 mill. 

If you will look at the charts we have presented, you will see the 
point. If you look at the charts submitted, you will see that. 
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Senator Neusercer. We haven’t had time to look at the charts. 
You understand that. 

Mr. Moore. For instance, at St. Lawrence, by the time you get 
power to Utica, the nearest city of any size, 130 miles as the crow flies, 
it has just about the same cost as the power that the private utility 
produces there now. By the time you carry St. Lawrence power to 
the Mohawk Valley, 130 miles south. On the other hand there is a 
big area to the north where this re: ally does some good, where it will 
save realmoney. That is economic market area as distinguished from 
economic transmission distance. 

Senator Neuspercer. A reference was made by your engineer to the 
creat cost of transmitting power in your area. "That was Mr. Chapin. 
Wouldn't that act to deter or discourage any preference customers out- 
side a reasonable distance from making demands on you ? 

Mr. Moorr. They can make demands. There is one thing that may 
not be clear. When we build transmission lines they must stand on 
their own. That is the law. In other words, every transmission line 
we build we have to be able to justify on its own. 

Senator NeuserGcer. Amortize itself? 

Mr. Moore. Amortize itself. 

Senator Nrusercer. Wouldn’t that factor, in Mr. Chapin’s state- 
ment which he made here earlier, wouldn’t that factor tend to dis- 
courage a preference customer too far away from making these 
demands that have been mentioned ¢ 

Mr. Moore. It would isolate the small ones. It might not some 
tremendous big ones. 

Senator Carronn. Just one question. 

Senator Kerr. Senator Carroll. 

Senator Carrot. I heard the Chairman, who was on the Finance 
Committee this morning, refer in the record to the legal opinion of 
former Governor Dewey and the legal opinion of the then Attorney 
General of New York, and I have heard the legal opinion of the 
distinguished former Governor Poletti about the effect of the policy 
that is operating. With this reasonable interpretation of the prefer- 
ence clause, are we going to run afoul of these legal decisions? I 
know that is a decision for your authority to make. Can we write a 
hill so we can accomplish this without all the legalisms? 

Mr. Moses. I think if the disposition is there on their hands, I cer- 
tainly think it is on the part of the Congress, and certainly it is on the 
part of the power authority and I assume it is on the part ‘of the trans- 
mission companies and the present and prospective users of electricity 
in quantity on the border, the basic industries, so-called, why, yes, it 
can be done. 

When vou have heard the basic industries people and the transmis- 
sion companies, I think you will have a better idea of their point of 
view. I don’t want to try to describe it. They have now agreed to 
drop the so-called five companies bill. That is out. We had three 
different contending ideas about this thing here in Washington for a 
long time—we had the Five Companies bill, the Power Author ity bill, 
and you might call it the co-op measure, the original measure, 

I can remember back when I first began working with Governor 
Smith on power. That is way back in the beginning on the New York 
State work. I worked on every single power message for him, just 





DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 149 


as Judge Rosenman and Mr. Poletti worked with succeeding gover- 
nors. There was a fourth idea and that was to amend the constitution 
and create a debt, and what was then called a billion dollars would 
now be more than that, closer to $2 billion, and then you would have 
a State credit and you could do anything you wanted. Nobody is for 
that any more. Nobody is presenting that. No party and no respon- 
sible person. 

We have at least gotten rid of most of the contending rubbish in this 
thing and we are getting down, I think, to something that makes sense. 

Senator Carrot. That is the point I want to make. It seems to be 
again the examination—I won’t call it cross-examination of Senator 
Kerr—it seems to me that provides a springboard, a meeting ground, 
that we can get away from some of these decisions which may be 
political, and maybe we can move forward. 

Mr. Moses. They may be extreme; however right they may be, we 
will get somewhere. 

Senator Kerr. That is a vote on the floor. Thank you very much, 
Mr. Moses. 

The committee will recess until 10 o’clock in the morning, at which 
time we will hear Senator Javits and the other witnesses who have 
been scheduled to appeat 

[ have here a letter < be placed in the record from the mayor of the 
city of Niagara Falls, New York, to myself, dated April 8, 1957. 

(The letter referred to is as follows: :) 


OFFICE OF THE MAyor, 
City oF NIAGARA Fatts, N. Y. 
April 8, 1957. 
Hon. RoBert Kerr, 
United States Senator, 
Chairman, Subcommittee on Flood Control, Rivers and Harbors, Senate 
Committee on Public Works, Senate Office Building, Washington 25, D. C. 


DEAR SENATOR KERR: It is my understanding that your committee will, on April 
10 and 11, 1957, hold hearings on legislation now before the Senate pertaining to 
Niagara power redevelopment: 

Will you, therefore, please have read into the record of your hearing this state- 
ment concerning the position of the city of Niagara Falls with respect to Niagara 
power legislation : 

The city of Niagara Falls is extremely anxious to see Congress take the action 
provided for in the 1950 treaty with Canada by designating an agency to develop 
the Niagara power project so that additional Niagara power generating facilities 
may be constructed with the least possible delay. Canada has completed the con- 
struction of its power project, and under the 1950 treaty it is now permitted to use 
water for power development which would otherwise be available to the United 
States. The Niagara area in particular is very much in need of additional 
electrical energy. 

The city of Niagara Falls is comprised of upwards of 100,000 people and our 
local industries have over 38,000 employees who are engaged in work vital to the 
national defense. The development of Niagara Falls as one of the Nation’s larger 
industrial communities was brought about by the presence, at Niagara, of a 
plentiful supply of hydropower. It is, therefore, the city’s recommendation that 
the Niagara power bill be amended to provide that the power which will be avail- 
able under the new project be allocated first to local industry in the Niagara Falls 
area. The continued prosperity of Niagara Falls industry is essential to the 
economic well-being of our entire city. 

The city of Niagara Falls respectfully requests that the legislation presently 
before your committee for Niagara power redevelopment also be amended so that 
provision is made for the payment of local taxes or an amount equivalent to local 
taxes in lieu thereof, and the construction of the headrace conveying water from 
the upper Niagara River to the powerplant at Lewiston be in accordance with the 
recommendation recently made by the Chief of Engineers, United States Army. 
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As to the payment of local taxes, an investigation reveals that as to those 
public power projects constructed by Federal agencies about which we have 
inquired, some provision has been made for the payment of sums in lieu of taxes 
to local communities and school districts. These Federal projects include the 
TVA and Columbia Basin developments. Under proposed legislation which is 
being considered by your committee, the State Power Authority of New York 
would be authorized to construct this project. The water which is the raw mate- 
rial for this power production will, of course, be free to the State power authority. 
Its bonds will be tax exempt and no income taxes will be paid. Other financial 
benefits will also accrue to this public agency. Under these circumstances, cheap 
power will be available even with the payment of local taxes. It is clear that 
Federal policy is to provide for tax contributions to local governmental units on 
public power projects, and it is also clear that on the Niagara project, the develop- 
ing agency can afford to make such tax contributions. It has been urged that a 
provision for the payment of local taxes in the Federal legislation would be un- 
constitutional as an infringement of State’s rights since the authorization for 
development is proposed to be given to the New York State Power Authority. 
It is the contention of the city of Niagara Falls, however, that the Congress, under 
the treaty of 1950, has unlimited authority to designate and determine who 
should develop this project and to attach whatever conditions Congress deems 
advisable to the license for project development. 

Legislation already introduced and now before your committee for its con- 
sideration contains many conditions, which are as inconsistent with the present 
provisions of the New York State Power Authority Act as a condition would 
be which would compel payment of tax contributions to local communities. In 
our opinion, none of the conditions, including the payment of taxes, would be 
heyond the power of the Congress to impose unde rthe broad authority re- 
served to Congress by the 1950 treaty with Canada. 

A bill which was introduced into the New York State Legislature and which 
provides for the payment of sums in lieu of taxes to local governmental juris- 
dictions was approved by the assembly and the senate of the State and is now 
before Governor Harriman for executive action. The city of Niagara Falls 
is hopeful that this bill will meet the Governor’s approval, but a provision 
in the Federal act making the payment of a stm in lieu of local taxes a con- 
dition to the granting of the development license will insure the enactment of the 
State legislation. 

The city of Niagara Falls also urges that the Federal legislation be amended 
so that the headrace will be constructed according to the recommendations of 
the Chief of Engineers, United States Army. Three possible methods or con- 
structing this headrace have been proposed: (1) by open canal, (2) by twin 
tunnels, and (3) by cut-and-cover conduits. This headrace will go through the 
middle of the city of Niagara Falls and through a portion of the towns of 
Niagara and Lewiston before reaching the site of the generating plant on the 
lower Niagara River at Lewiston. The District Engineer, United States Army, 
in March 1955 proposed an alternate plan of open canal or twin tunnels. When 
the dangers and disadvantages of an open canal were brought to the attention 
of the people of the city of Niagara Falls, an immediate expression of dis- 
approval arose from all of the people of the city. The Board of Engineers, 
United States Army, called a public hearing at Buffalo, N. Y., and a petition 
containing upward of 20,000 signatures and hundreds of resolutions from civic 
organizations were presented to the board at the hearing. The Board of 
Engineers, who also were urged at the hearing to consider cut and cover con- 
duits by the State power authority, recommended thath the headrace should 
be constructed by the use of twin tunnels and substantiated their recommenda- 
tion in a lengthy report. This recommendation was subsequently approved by 
the Chief of Engineers and notice of his approval has been filed with the Con- 
zress of the United States. 

The chairman of the New York State Power Authority, however, has de- 
termined that his agency will use the cut-and-cover method of construction with- 
in the city of Niagara Falls and an open canal in the towns of Niagara and 
Lewiston. He has made this arbitrary decision without giving a hearing which 
he had promised to the communities concerned. It is respectfully urged, there- 
fore, by the city of Niagara Falls that an amendment be included in the Fed- 
eral legislation so as to compel the construction of this headrace by the use of 
tunnels. This provision should also be made a condition for the granting of the 
license for power redevelopment. It is felt that the determination by the 
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United States Army Engineers, after careful study and after hearing and 
after full consideration of advantages and disadvantages including economic 
benefits, should be accepted by the United States Congress and any further 
controversy with respect thereto should be thereby avoided. 

In summary, the city of Niagara Falls respectfully requests that Niagara 
power legislation be amended to (1) provide for the direct allocation of power 
to Niagara area industries, (2) provide for the payment of sums in lieu of 
taxes to local governmental jurisdictions, and (3) provide that the headrace 
of the project should be constructed in accordance with the recommendations of 
the Chief of Engineers, United States Army. 

The favorable consideration by your committee of these recommendations 
will be very much appreciated. 

Respectfully submitted, 
CALVIN L. Ketier, Jayor. 


(Whereupon, at 4:48 p. m., the hearing was adjourned, to recon- 
vene at 10a, m., Thursday, April 11, 1957, 
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THURSDAY, APRIL 11, 1957 


Untrep States SENATE, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop Con'TROL, 
Rivers AnD Harsgors, 
Washington, D. C. 

‘Lhe subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in room 412, Senate Office Building, the Honorable Robert S. Kerr 
presiding. 

Present: Senators Kerr (chairman of the subcommittee), Gore, 
Neuberger, Scott, Carroll, Case, Kuchel, and Cotton. 

Also pres sent: Senator Clark (1 -ennsylvania), Ives (New York) ; 
and Congressman Miller (New York) 

Senator Kerr. The chairman of this subcommittee is in the same 
position this morning that he was yesterday morning. Due to the 
necessity of some matters before the Finance C ommittee, I am going 
to have to go there in a little while. 

The first witness this morning is Senator Javits. 

I would like to say at this point, for the record, that in my judg- 
ment a majority of the members of this committee want to get a bill 
out that will enable the speedy beginning of the construction and 
operation of the proposed power facility “at Niagara Falls. There 
is not a member of the committee but who wants to work it out on a 
basis that will meet any reasonable accommodation to the principle 
of States rights and the appropriate aims and purposes of the State 
of New York and its agencies 

We are dealing, however. not only with theories, but also with 
certain very substantial realities. There is a feeling on the part of a 
majority of the members of this committee that the language of the 
reservation in the treaty between this Nation and Canada, which was 
referred to here yesterday, very clearly demonstrates and affirms that 
the Congress is dealing with a situation and with waters in which 
the United States Government, as such, has a very definite interest 
and responsibility. 

My own conviction is that that must be rationalized on a basis that 
will not impair it nor cause it to be used as an instrumentality to im- 
pair the rights of the State of New York. 

I know that the people representing the State of New York here 
want a bill. Whether the United States has any interest or not in the 
waters affected by the proposed project, one of the stern realities 
of this situation is that they cannot be developed until there is a bill 
passed by the Congress authorizing it. 
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The Congress, in my judgment, is not going to pass a bill which 
does violence to the half a century of history ‘and legislative record 
of recognizing a preference right to certain purchasing agencies and 
identities. 

For my own part I can see a very considerable difference in a situ- 
ation where the Federal Government itself is appropriating money 
and building a project out of Federal funds, and a situation where 
it is authorizing a State, through its appropriate agency, to build a 
project with borrowed funds. 

Members of the Congress can m: unifest their devotion and convic- 
tion with reference to “maintaining the integrity of the preference 
clause to a more pronounced degree when they are dealing with proj- 
ects that are paid for by appropriated funds, than when they are deal- 
ing with a project that is to be paid for by the borrowed funds which 
must be negotiated by an agency of a State, which must be able to 
do so on a basis that will meet the requirements of those lending the 
money. But even with that knowledge in mind, I am still convinced 
that this committee will not report a bill out, nor will the Congress 
pass a bill, that does violence to the principle of the preference clause 
which, so far as I know, has an almost unbroken record of being 
adopted in legislation dealing with projects of this kind. 

So far as I am concerned I am going to try every way I know to 
resolve the differences which have been indicated here, and help get 
a bill out. I believe the proponents of the Clark bill want a bill. 1 
believe the proponents of the Javits-Ives-Miller proposal want a bill, 
and I think the people of the State of New York and the New York 
Power Authority want legislation on this matter. 

I think the elements of the situation are such as to be almost com- 
pelling in their persuasiveness that men of good will and reasonable 
attitude work together to resolve their differences to the extent that 
we can get a bill reported by the committee. And so far as I am 
concerned, that has been my attitude; that is my attitude, and will 
continue to be my attitude, and I am convinced that this cause, regard- 
less of the approach you may be taking to it, will be best served if 
that is the attitude of all of us working on this matter. 

I am very happy to call on the distinguished junior Senator from 
New York, Mr. Javits, for his statement, and ask my distinguished 
colleague from Oregon to take charge of the meeting so that I can go 
to the other committee and do what I must do there and then come 


back. 


STATEMENT OF HON. JACOB K. JAVITS, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 


Senator Javirs. Mr. Chairman, before you go, may I respond ? 
will take not more than 1 minute. 

Senator Kerr. Yes, sir. 

Senator =e May I say that for my sponsors and myself I ean 
pledge you we are just as anxious to obey these compelling reasons, 
which are factual and are largely attributable to the nonuse of this 
water for 6 years—going on 7—and the destruction of the Sc hoellkopf 
plant, and we will make any reasonable accommodations we humanly 
can. 








h 


cl 


2th) 
ec 
rO 


ne 


an 
Ns, 

his 
pt 


ily 


DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 155 


Secondly, the State of New York has a preference clause which we 
think meets exactly the needs of the situation and which, wpon the 
famous reason for States rights, is exactly adapted to its physical 
circumstances, 

And third, that the Congress has shown an adaptability to the 
policy of particular States in adopting bills—there are 3 of them 
which have been referred to constantly, 1 of them I think in the 
home State of the chairman—the Markham Ferry project, the Priest 
Rapids Dam project, and the Coosa River development, which are 
adaptable to the particular needs of particular States. 

Iam prepared this morning, Mr. Chairman—if the chairman won’t 
be away too long I will try to wait until he returns—to propose an 
amendment to our own bill, showing our desire for accommodation, 
based upon the colloguy—which we think was most interesting— 
which developed between the chairman and the chairman of the power 
authority who testified yesterday. 

Thank you, Mr. Chairman. 

Senator Kerr. Thank you, Senator. 

Senator Javrrs. Now, Mr. Chairman, if I might proceed with my 
statement. 

Senator Ives, Congressman Miller, and Commissioner Moses have 
already outlined the histor y of this legislation and the basic purposes 
for whic h it was developed. All the bills before C ongress agree that 
the river should be developed by the New York State Power Au- 
thority. That is one point of complete agreement so far. 

The basic question is whether or not Federal law should super- 
impose a Federal requirement for absolute preference to this power 
development by a State authority for municipalities or rural co- 
operatives. Should all allocations of power be subservient to this 
use and subject to withdrawal to meet this as a first priority ? 

Here, Mr. Chairman, I would like to divide my statement into 
two parts: First, speaking as a Member of the Senate and one of the 
sponsors of this bill, and second, speaking as the former attorney gen- 
eral of the State of New York who, I think, touched off the pos- 
sibility for getting together upon this whole subject through an 
opinion which I rendered as attorney general back in February of 
last year upon this very subject and which was transmitted to the 
Congress. 

I speak now as a Senator. 

Proponents of the Federal preference clause would have us believe 
that this is the liberal viewpoint in the development of hydroelectric 
power. But to vo in a self-defeating insistence upon the use of 
the Federal preference clause as it applies to the Niagara project is, 
I think, a disservice to the liberal viewpoint. ‘This is so for the very 
clear reasons that Niagara is not a Federal project, to be built with 
Federal funds, as the ¢ chairman just pointed out. 

Second, development is sought by a public authority operating un- 
der New York State law which has a preference clause itself suitable 
to its State needs, and our ees ience is that the bill just cannot pass 
both Houses with a Federal preference clause which does not belong 
there. Persistent advocacy of an inapplicable proposition likely to 
defeat development of a major power source by a competent public 
authority can only discredit a liberal policy on power which is said to 
justify it. 
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The real issue here is the practical way in the public interest to give 
the people of the State of New York, and I hasten to add, to the eople 
of neighboring States within economic marketing distance the benefit 
of a creat amount of hydroelectric power. This power has been 
denied to them for almost 7 years by the same persistence in clinging 
to an inapplicable preference theory that threatens the fate of the 
present bill, too. 

But this bill, S. 1037, is the result of a compromise between the 
major contending positions in the State of New York. It was com- 
pelled—and it is interesting that I should have used the same word, Mr. 
Chairman, that the chairman of the subcommittee used just a minute 
ago—by a natural disaster—the collapse of the Schoellkopf plant— 
and has such w idespread support that it cannot and should not be 
stopped. 

At stake is the economic well-being of a vitally important industrial 
area of New York and the utilization of a power resource of in- 
estimable value to the United States. The area surrounding the 
Niagara project is indispensable to national defense as well as to eco- 
nomic well-being in the State of New York. The committee will 
hear from industries in the Niagara-Buffalo-Rochester area, among 
them the Hooker Electro-Chemical Co., manufacturers of chlorine 
and other chemicals, showing how vital they are to the national se- 
curity in Armed Forces procurement. 

I might say I mention the name of this industry, Mr. Chairman, 
because as a lieutenant colonel in the Chemical Corps in World War 
II I had personal experience with the critical importance of this area 
and ~ production of the whole military effort of the United States, 
and as I am an active Reserve officer now, Mr. Chairman, I believe that 
these conditions continue exactly as they did during World War II. 

The availability of power can make all the difference in the opera- 
tions of defense industries in the Niagara area. 

In addition, New York as the biggest taxpayer in the Nation—it 
accounts for almost 20 percent of F ‘ederal t: ixes although it has only 
10 percent of the United States population—is entitled to the aD 
port of its sister States in gaining approval for such a great project 
as Niagara. 

Only 5 percent of the power consumed within economic marketing 
distance of Niagara is consumed by rural cooperatives and municipal 
systems. Yet the plan calls for over 16 percent of the power to be 
available to such systems, estimated to be enough to look after any 
such conceivable need for the next 25 years. Seeking to import the 
Federal preference clause into such a situation is only to try to force 
people into municipal ownership of power facilities who have hereto- 
fore seen no need for it. Any such effort can only discredit, rather 
than promote, municipal and cooperative power transmission. 

It is very significant that there are a number of instances analogous 
to this one, some put forward by those who are the most ardent sup- 
porters of the Federal preference clause where projects for State de- 
velopment have not been required to include the Federal preference 
clause. The most not: able, of course, is the St. Lawrence project, for 
which the Federal Power Commission gave a license, right in New 
York, very close to this project, which did not require congressional 
authorization. That had no preference clause. But there are a num- 
ber of cases where this has been done right here in Congress. These 
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were pointed up in a recent article by Lucian Warren in the Buffalo 
Courier-Express, and I would like to call them to the committee’s 
attention. 

For example, on July 6, 1954, the Markham Ferry project on the 
Grand River in Oklahoma was signed into law; no Federal prefer- 
ence clause. On July, 27, 1954, the Priest Rapids Dam on the Co- 
lumbia River in Washington State was signed into law; no Federal 

reference clause. On June 28, 1954, the Coosa River development 
in Alabama was signed into law; no Federal preference clause. 

As the hearings a“ already brought out, there is pending a court 
test of the 1950 treaty reservation in the Circuit Court for the Dis- 
trict of Columbia. 

Now I would like to speak for a minute as Attorney General. 
When I was New York Attorney General, which ended last year 
when I came here, I had an opportunity to go into this complex con- 
stitutional question in detail. I felt then that there was a sufficient 
legal question to warrant litigation—if legislation was not feasible 
within the near future. 

But whatever the outcome of that case. the bills now before you 
will determine the issue. Only if no bill is passed will striking out 
the reservation be of practical significance in the development of 
Niagara power—for should no legislation be passed then striking 
that reservation will, of course, leave the determination to be made 
under the Federal Power Act. That act contains no absolute pref- 
erence clause. 

On the other hand, passage of S. 1037, the bill which we sponsor, 
as was pointed out yesterday, will be effective to determine the ques- 
tion, whatever the courts should finally decide on the validity of the 
treaty reservation provision. 

This is a practical bill, in accord with our New York State law and 
our New York State tradition, as well as all the precedents in Con- 
gress on such power development projects. It can get through both 
Houses of Congress with your support. I urge upon you favorable 
action. 

I would like to call attention to the fact that the facts show—I 
think now we are not in the realm of argument—that the people of 
New York need this power, they need it now and they will use it 
well, and we will respect and assist the interests of our neighbor 
States and of the United States in the process of doing it. 

I would like to sum up for a minute, Mr, Chairman, and this may 
be of use to the committee. The basis upon which I rendered the 
opinion as Attorney General of the State of New York was that the 
preference clause, which is contained in this bill in substance, is the 
clause which is in accord with both the policy and the law of the 
State of New York. 

That opinion was written on February 13, 1956, and is available 
to this committee. If any member doesn’t have a copy we will be 
glad to furnish it. The opinion in essence is based upon the following 
proposition : 

_ First, that we have a power authority authorized by New York 
State law, , 

Second, that the Supreme Court has held—and I refer specifically 

to Federal Power Commission v. Niagara-Mohawk Power Corp., 
91898—57—-—11 
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347 U. S. 239, that the State has a proprietary interest in the waters 
and in the bed of the waters, that the jurisdiction of the United 
States—I am not now aruging the question of the treaty reservation— 
the jurisdiction of the U nited States extends only to the regulation 
of navigation in respect of those waters. The opinion also points out 
what is the basic law of the State of New York, and this New York 
law is based upon only, Mr. Chairman, six key words in respect of 
this whole preference ‘question. I refer the committee to our public 
authority law, which is quoted at page 5 of my opinion. I think we 
have some copies here and any member that wishes will be more than 
welcome to look at them. But the law says as follows, and I will 
identify the six words that I have in mind. The law says: 

In the development of hydroelectric power therefrom— 
speaking of the Niagara River and the St. Lawrence— 
such projects shall be considered primarily as for the benefit of the people of 
the State as a whole, and particularly the domestic and rural consumers to 
whom the power can “economically be made available.” 

“Economically be made available.” We consider those fundamental 
words as to the proper policy of the United States. 

And accordingly that sale to and use by industry shall be of secondary pur- 
pose, to be utilized principally to secure a sufficiently high load factor and 
revenue returns to permit domestic and rural use at the lowest possible rates 
and in such manner as to encourage and increase domestic and rural use of 
electricity. 

We then go down a little bit further to the actual preference clause, 
to which I would like to refer, and I will call attention again to the 
very few key words in this policy. I continue to read our State power 
authority act: 

In furtherance of this policy, to secure a wider distribution of such power 
and use of the greatest value to the general public of the state, the authority 
shall, in addition to other methods which it may find advantageous, make pro- 
vision so that municipalities and other political subdivisions of the State now 
or hereafter authorized by law to engage in the distribution of electric power, 
may secure— 


and these are the key words— 

a reasonable share— 

may I repeat that ?— 

a reasonable share of the power generated by such projects. 


In short, our law expressly and specifically takes into consideration 
this very preference issue and says in practical effect that we shall 
dispose of the power where “it can economically be made available” 
and that “a reasonable share” of the power shall be available first and 
foremost to municipalities and other political subdivisions. It is 
exactly that policy which we are trying to carry out. 

I would like to, if I may, address myself to the question asked by 
the distinguished acting chairman of this committee yesterday, which 
I think was very pertinent and very astute. Senator Neuberger said, 
and I think this quote is fairly exact—at least the Senator can inter- 
rupt me if he thinks it doesn’t carry the sense—‘You do not want 
a preference for municipals and cooperatives, but you do want one for 
Niagara-Mohawk ?” 

Is that pretty accurate, Senator, if I may inquire? 
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Senator Neusercer. Substantially ; yes. 

Senator Javits. I would like to address myself to that because I 
think it has the key to this whole question. If the Federal preference 
clause is carried out, then it is an open-end preference, There are no 
limits on it in terms of kilowatts. In short, you cannot make, as the 
chairman of the power authority testified, any firm contracts with 
respect to power because you are dealing with a completely indeter- 
minate amount of preference. 

Now, whether any other project would be viable on that basis or not 
is not material here. It is a fact that in sparsely settled areas which 
are being opened for development, a project may be and indeed has 
been in many, many cases viable on that basis. But according to the 
policy in the law of the State of New York, and according to the par- 
ticular necessities of this particular project, it is not viable, says the 
chairman of the power authority, unless you have an ascertainable 
preference based upon actual needs and foreseeable needs. That is 
what makes it viable. 

And so that, it seems to me, is the substance of the difference and 
the reason why I said what I did when Senator Kerr was here, that 
the preference which we advance and the preference we have in the 
New York State law, is the preference which is needed for our par- 
ticular State situation. This is the essence of it. And that is why in 
this particular case States rights should be observed. 

Now, in the discussion as between the chairman, Senator Kerr, and 


_our chairman of the power authority, Bob Moses, we think that the 


development by the action of give-and-take has resulted in such a 
clear understanding of what we are really trying to get at, that we 
have taken the liberty of rephrasing subsection (f) of section 3 of our 
bill, in order to carry out what we consider to have been, at least in 
the course of discussion, a meeting of the minds on this subject. 

We are not committing anybody. So we would like to propose a 
rewording of our subsection (f) of section 3, which appears at page 5 
of our bill, S. 1037, introduced by Senator Ives and sponsored by me 
with him; at page 5, line 21, to page 6, line 2. We propose to strike 
that language and substitute the following: 

A provision requiring that in contracting for the disposition of project power 
a reasonable amount be allocated for the present and reasonably foreseeable 
future needs of rural electric cooperatives and municipally owned distribution 
systems in the project’s economic market area, and further require that arrange- 
ments and contracts for the disposition of project power to other distribution 
systems within such area contain suitable provisions for withdrawal upon rea- 
sonable notice and fair terms of sufficient power to enable compliance with the 
requirements of this paragraph (f). 

And in that respect, Mr. Chairman, I draw attention to the colloquy 
between Chairman Moses and Senator Kerr which appears in the 
transcript of yesterday’s hearing beginning at page 213 and ending at 
page 216, which we feel we have incorporated or phrased into the 
rewording which I have just described and which I am in a position 
to state to the committee is satisfactory to the sponsors. 

May I again state what I consider to be the basic differences be- 
tween our State law and policy and the Federal preference clause. 
We think it consists in our State law and policy of anticipating rea- 
sonably foreseeable needs and providing for them, thus enabling us 
to make long-term contracts for power with those reservations for 
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withdrawal which make our project viable in terms of financing, as 
contrasted with the Federal power preference clause which makes for 
an open-end situation in which we are unable, or would be unable, to 
make the contracts for power which we believe make this project 
viable in terms of the capability for financing. 

Thank you, Mr. Chairman. 

Senator Scorr. Mr. Chairman ? 

Senator Neusercer. Senator Scott. 

Senator Scorr. I was pleased to hear what he had to say about the 
States rights proposition. If he will just go all the way on States 
rights I think I can probably go with him further than he thinks I 
can. 

Senator Javrrs. Senator, I don’t want to make any comment on that 
because I don’t want to spoil what I have just said. 

Senator Casr. Mr. Chairman ? 

Senator Nevusercer. I don’t think that issue is before this commit- 
tee, is it? 

Senator Case? 

Senator Casge. In the report which this committee made on the 
19th of August 1954, report 2501, reporting the bill S. 2599 in the 
83d Congress, 2d session, the committee said : 

Testimony at the hearings brought out the fact that about 95 percent of the 
consumers of electric energy in New York State are now served by privately 
owned utilities and that the rural areas are almost completely served by those 
utilities. If the Federal preference clause should be imposed upon the State_ 
power authority it would be required to give preference to the public agencies 
serving only 5 percent of the consumers in the State, and to the much greater 
number of public agencies in adjoining States. This could easily result in deny- 
ing the 95 percent of the New York consumers now served by private utilities 
a fair and equitable share of Niagara power. We think this would be unjust 
and discriminatory. We believe that New York State in its power authority 
act has provided for equitable distribution of the benefits from Niagara power 
for all classes of consumers. 


And then there followed excerpts from the act which sets forth this 
New York plan of preference. 

The report also said, referring to the Federal Power Act and Flood 
Control Act of 1944: 


Neither of these laws contemplated any dictation as to the subsequent dispo- 
sition of the power, either after it was purchased from Government dams or 
developed under license by such public bodies. The omission of any such con- 
trol seems to have been based upon the premise that public bodies organized 
as nonprofit agencies to perform a public purpose could be entrusted with the 
responsibility of conducting their operations in the best public interests. Such 
public bodies are required by their own charters or State laws to charge fair 
and nondiscriminatory rates. To require public bodies to give preference to 
other public bodies could result in discrimination against the selling agency 
and its individual customers. The demands of neighboring public bodies could 
reach such a volume that the selling agency would have insufficient power for a 
normal growth in demand of the individual domestic residents, farmers, and in- 
dustries located in its own marketing area. Such a result would be contrary 
to the statutory purposes of the public body. 


I cite those to show that these issues that have been raised here 
came up in the committee 3 years ago, and at that time we thought 
that if New York State was going to take the responsibility of admin- 
istering the power, selling the bonds, and making contracts for the 
sale of the power and so forth, that it was entitled to have a reason- 
able amount of that power available for distribution to the consumers 
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in the normal marketing area, and also entitled to have the right to 







































- make sales contracts that would make the bonds salable. The dis- 
my tinguished Senator from New York uses the term “viable.” I think | 
to that probably covers a great many things. He has in mind not only i 
ct the industry that might be served, apparently, but also the adminis- 
tration of the power. Is that correct ? 
Senator Javits. Exactly right. And in addition, might I point 
out that before the Senator got here I was rather testifying in a dual 
rapacity as a member of the Senate and backing up Senator Ives, who i 
he was the principal sponsor of this bill, and see as former attorney 
- general of the State. And I had in mind therefore our State law l 
I which I had been speaking about as being part of that. ; 
Senator Cast. Which we went into at considerable length 3 years | 
‘at ago. 
= a 
Senator Javrrs. Exactly. : 
: Senator Case. I wouldn’t, however, want the record to indicate that 
wm I would accept the exception which you indicated might be applicable 
for industries in Western States or in more sparsely settled States. 
| We have the same problem there. If you want to get an industry 
he located in Western States, where the new industry requires power 
he over a period of time, and its normal distributing agency would be a 
private utility, it also requires assurance of power over a period of 
the time. The evidence of that is that in Montana, when the Hungry 
vo! Horse Dam was built, the law expressly provided that the power 
ad should be available for use in Montana—should be primarily for use 
cies in Montana and also downstream States. But because of that reser- 
iter vation of power for use in the State of Montana, they were able to 
tied give a firm contract for power to one of the great aluminum companies 
ies ° ; ve < 
just and they dedicated their plant out there within the past 18 months. 
rity Senator Javrrs. May I state to the Senator two things: One, I don’t 
wer think the Senator was here when I referred to the fact that universally, 
when Congress has permitted States to have projects like this, they 
his haven’t included this Federal preference clause, and I gave three 
examples. 
ood Senator Casr. I noticed those. I was here at the time you read 
that. But I am not sure whether simply the absence of the prefer- 
spo- ence clause would free the project from the application of the Federal 
s Or preference clause. It would depend perhaps on the agency that built 
con- it: The Flood Control Act of 1944 provides that with respect to any 
—_ dam constructed by the Corps of Engineers, power determined to be 
such surplus to the needs of the works shall be sold under the preference 
fair clause. 
e to Senator Javrrs. I gather that these were projects which were not 
a built by the Corps of Engineers. They were in a sense authorizations 
vay to State agencies to develop these projects. 
d in- Senator Case. The clerk advises me that the only reason those had " 
rary a separate act was that they had to have a separate act to deauthorize 
them in effect. 
here If it were a normal project constructed by the Corps of Engineers 
ight and if the authorization contained no reference to the preference 
nin- clause, still the preference clause would apply under the 1944 act. 
the Senator Javits. Weagree. I was only pointing out, these instances 
son- 


where there was special legislation, as there would be here. 
ners 
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I hasten to add, if this reservation is stitution: at is a ques- 
tion which I mentioned a minute ago—certainly the Congress can 
make such dispositions. There is no challenge to power here. We are 
talking about what was the practice. 

Senator Casp. When you speak about reservations you mean the 
reservations on the treaty ¢ 

Senator Javirs. Yes. I would like also, if I may, Senator Case, to 
call attention to this industrial question which you raise, which I think 
quite sums up what the situation is. 

Where you have an underdeveloped area, even if you make some 
contracts for firm power, you still have plenty of power left. You are 
trying to build up an area. Now, in our particular case there is tre- 
mendous competition for power. This is a highly congested, terrifi- 
cally builtup area. 

Senator Case. I get your distinction between underdeveloped areas 
and the others where you have a more concentrated market. 

Senator Javits. We are trying to find power. That is our problem. 

Senator Case. Even in the newer or less- developed areas of the 
country you find that is still true, that the industries hesitate to come 
in unless they can get a firm contract for power, and they cannot get 
that where the preference clause is applicable except for a minimum 
period of years, and sometimes that period of years 1s not long enough 
to interest the company in the financing and other risks which go w ith 
establishing a plant. 

Senator Javirs. I think what we were trying to emphasize is that 
we understand a development policy, which was the Federal policy, in 
opening up an area, where it needed Federal help. There you were 
trying to bring in not only industry, you were also trying to bring in 
c0-Ops, municipal systems, anything which would encourage the use 
of the power. 

Here we have an area which is hungry for power, that is very heavily 
developed, and where you have competition for the power. This is 
exactly the reason why our State adopted the policy which I have 
described. 

Senator Case. Mr. Chairman, I don’t want to argue with the wit- 
ness. I want him to be on our side when we in the West try to get a 
viable situation also. 

Senator Javits. I didn’t think, Senator Case, we were arguing at all. 
I though we were agreeing. I was giving the Senator our particular 
State situation. 

Senator Neupercer. Senator Kuchel ? 

Senator Kucuex. The burden of the able authors of the legislation 
of course is to demonstrate that this constitutes a State project con- 
structed with moneys raised by a State instrumentality, and to that 
extent contend that the preference clause of the Federal reclamation 
law should not apply by reason of the difference in the factual situa- 
tions. 

Merely to follow up Senator Case’s discussion ; Senator, you have no 
quarrel with the application of the Federal preference clause in 
federally sondbrentall reclamation projects ? 

Senator Javits. I do not. And when I was a Member of the House 
I supported and voted for many and I hope to have the privilege of 
doing the same here. I understand the particular circumstances. 
Everybody knows how his ox is being gored. 
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I say I wasn’t arguing with Senator Case. I thoroughly agnre with 
him. It is just a question of the individual facts in an individual case. 

Senator Kucuex. I have no further questions. 

Senator Neupercer. Senator Carroll ? 

Senator Carrot. If Senator Case will permit me to ask him a ques- 
tion rather than the witness, based on your long experience 

Senator Casp. Mr. C hairman, I would like to reserve the rights of 
the fifth amendment. (Laughter. ] 

Senator Carrott. What is the difference—and we have the counsel 
of the Federal Power Commission if we get into difficulty, if there is 
any—what is the difference legally, in our applications to projects, 
betw een “ee onomic marketing area” and “economic transmission dis- 
tance” ? 

For example, in S. 512, on page 3, a statement on line 16 says: 

The licensee shall make a reasonable portion of the project power available for 
use within economic transmission distance in neighboring States. 

If I understood correctly the amendment of the junior Senator from 
New York, he discusses economic marketing area. And then in the 
statement of the junior Senator from New York there is reference in 
his statement to economic transmission distance, on page 2. 

Reading again from paragraph 3: 

Only 5 percent of the power consumed within economic transmission distance 
of Niagara is consumed by rural co-ops and municipal systems. 

Is there a distinction, legally, in law, between “economic marketing 
area” and “economic transmission distance”? I will refer that to the 
counsel. 

Senator Javirs. Senator, will you yield? 

Senator Carroty. I refuse to yield until I get the advice of my 
expert. 

Senator Javirs. I was going to suggest we have counsel for the 
power authority, too. 

Senator Carrotu. I want to get this first from my unbiased expert 
here, and then we will move to the Federal Power Commission counsel 
and then to the New York Authority if there is some difference. 

Senator Case. Mr. Chairman, I think I will disqualify myself as 
either an expert or as a lawyer, because I am neither in this instance. 

However, I have seen the time where the power division of the 
Department of the Interior has said that something might be within 
a distance where power could be transported economically, but it 
might be beyond the range in which the most economic marketing 
could be made. 

And I know they have revised the areas in which power has been 
allocated because of the belief that the more economic marketing 
might be made within a smaller distance than it could be economically 
transmitted, where your concentration of demand might be greater in 
a certain direction, or in a certain area, which wouldn’t necessarily 
be the maximum of the distance to which the power could be trans- 
ported. 

Senator Carrott. Now may we hear from your authority expert on 
the subject ? 

Senator Javirs. If the Senator would wish, perhaps we should hear 
from the Federal Power Commission first. 
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Senator Carroiu. I understand counsel for the Federal Power Com- 
mission is not here this morning. But we will have his remarks 
inserted in the record at the appropriate place because I think this is 
important. 

Senator Case. If I can, I would like to mention one other thing 
which enters into the New York situation, and I think it is a point on 
which the Senator from Colorado has some conviction, too, and that 
is that there has been historically an assertion of proprietary interest 
in Niagara power or in the waters of the Niagara River by the State 
of New York. I believe that that runs back to the time when Charles 
Evans Hughes was governor, and that it is a position which the State 
of New York has consistently asserted through the years under the 
governorship of Franklin D. Roosevelt and Governor Lehman and 
Governor Dewey. They have historically asserted a proprietary inter- 
est in the waters somewhat comparable, but perhaps not identical, 
with the rights to Western waters which the Western States assert. 

Senator Carroii. We will come back to that. 

Senator Case. If I might, I would ask the New York senators if 
that isn’t true, that New York has asserted a proprietary interest. 

Senator Carrotu. And they are asserting it today. 

Senator Javirs. May I read for both of us from the Niagara- 
Mohawk case to which I referred, just one sentence. 

The Supreme Court, in discussing the Federal Power Act's appli- 
cability in respect to Niagara, said : 

This act leaves to the States their traditional jurisdiction, subject to the 
admittedly superior right of the Federal Government, through Congress, to 
regulate interstate and foreign commerce. 

In other words, we feel that we have been sustained in that view 
by the Supreme Court. I cite the case which the Senator is at liberty 
to read at length. 

May we hear from Mr. Moore, Mr. Chairman ? 

This is Mr. Moore, counsel for the New York State Power Authority. 

Mr. Moore. I think I can illustrate what Senator Case said, in 
talking about St. Lawrence. Senator Case has the right idea, I am 
sure. 

On the St. Lawrence, when the project was first talked about, in 
1907, that project, which we are building now on the St. Lawrence, 
produces an amount of energy which was equivalent to 46 percent 
of all the energy used in the United States of America at that time. 

‘What we are doing on the St. Lawrence was equivalent to 46 per- 
cent of all the energy then used in the country. It is now 1 percent 
of all the energy used in the country. 

At the time the project was first talked about, again, power could 
have been produced there for less than a mill, and brought down to 
Utica for a mill—130 miles away. At the same time, power produced 
near Utica and sold in Utica cost 17 mills. 

At the time when that project was so great, relatively, that it pro- 
duced 46 percent of all of the power used in the country, and at a 
time when power from other sources was so much more expensive, 
obviously the economic transmission distance was terrific. Maybe 
it is still terrific. 

Take the same situation. Massachusetts asked for 250,000 kilowatts 
of St. Lawrence power. Massachusetts, as Mr. Moses said yesterday, 
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hired the Stone & Webster Engineering Corp. to make a study, and 
they got facts and they got figures together and they found that the 

could build their line, assuming they could get 250,000 kilowatts, 
which would bring the power to Massachusetts. No doubt about that. 
It is within economic transmission distance. They could have gotten 
it there for just about 7 mills. But despite the fact that unlike 
Pennsylvania, Massachusetts has no coal, and unlike Pennsylvania, 
Massachusetts is what we call a high-cost-power State, Massachusetts 
can produce power by modern steam plant for just about the same 
rice. Obviously it makes no sense to take power all the way to 
Massachusetts, even though it is within economic transmission dis- 
tance, if it isn’t going to do any good when it gets there. The same 
power could be used nearer the site of generation without the trans- 
mission cost—incidentally, transmission losses are involved in that, 
too—and could be of some real value. And that is what the authority 
decided in keeping the market—the economic market area—down. It 
was the place where the economic value would be substantial. 

Yesterday there was discussion of Vermont. Vermont is a rock- 
bound State without any coal, too. I think it is a little more than 75 
miles over to the Vermont line. But anyway we are building a one- 
lung transmission line over there, backed up by the private companies’ 
lines. 

If we built a two-lung line which would be self-sufficient—in other 
words, the line we are building—if that goes out, kaput, we would be 
in trouble and Vermont would get no power except that we have an 
arrangement with the companies to carry the power a long way 
round and get it there by another sented 

The cost of St. Lawrence power in Vermont is this: at 85 percent 
load factor it is 4.36 mills at the bus bar, and it is around a mill or a 
little more to transport it over there, and it is the cheapest possible 
arrangement we have, to build a one-lung line backed up by the other 
companies in Vermont. 

But in order to get them 100,000 kilowatts, we have to sell them 
108,000 because they lose 8,000 kilowatts en route. So as a result 
Vermont gets the power for a little over 6 mills. 

Congressman Miller said the present wholesale cost of power in 
Vermont is 13 mills. Obv iously that is within economic transmission 
distance and with the economic marketing area. It would do good 
to take power to Vermont, but it would do no good to take it to 
Massachusetts. 

The same with Pennsylvania. In Pennsylvania you can dig a hole 
in the ground and get coal out of it. If you get near some cold water, 
if the mine is near water and you can cool it off you have steam pow er 
and they are actually producing it there for less than 5 mills. 

And in the Ohio Valley, which is the other State within the so- 

called economic market area of the Niagara project, the Ohio Valley 
E lectric Co. is producing power, I understand, for 3.87 mills. That 
is not quite typical. But for less than 5 mills they are producing 
power with ordinary private-utility financing. They have everything 
that the book allows them in their cost and they are still below 5 mills. 
That is taxes, return on investment, all those factors, and they are 
still below 5 mills in Pennsylvania in new, modern plants. 

It may be that the area where they are doing that, in Pennsylvania 
is within economic transmission distance but certainly not under any 





166 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


sensible theory, at least within the economic market area of the St. 
Lawrence project—or the Niagara project, rather—when there is a 
vast area in between where power is much more expensive and where 
it could be used. 

Here we are dragging coal from Pennsylvania to New York and 
burning it up and the cost at the most modern plants is 7.2 mills in the 
Niagara area. Niagara Mohawk produces power in some of their 
plants that they built some time ago for about 6 mills, even though 
they are dragging the coal there. “But the transportation of coal is 
getting more and more expensive so pretty soon these companies will 
be going to Pennsylvania, the New York companies, and building 
their plants there and transmitting power instead of coal into New 
York. 

Senator Kucuet. If the Senator would yield, may I ask on that 
point: Why do you have the language in the bill about a reasonable 
amount of power and so forth to neighboring States? What was the 
purpose of having that provision placed in the bill? 

Mr. Moore. I think there are some pieces of Pennsylvania, the 
northern part of Pennsylvania, where it may well be within the eco- 
nomic market area. 

Senator Kucne.. Has any indication been made by either the 
State government in Pennsylvania or Ohio favoring that provision ? 

Mr. Moore. No, sir. A young man spoke to me yesterday—I don’t 
know his name—and said there are now being efforts made—he said 
they are bipartisan in Pennsylvania—to get the State legislature, 
through the processes they have there, to pass some legislation. 

Senator Kucuet. But the power authority’s view, when it drafted 
this legislation at any rate, when it endorsed this legislation, was 
that if feasibly and economically, part of the power you produce 
there might be used in Pennsylvania or Ohio, New York was willing 
to make this concession to it ? 

Mr. Moore. Senator Javits’ opinion, which he wrote as Attorney 
General, points out that the New York statute also provides for that. 

Senator Javrrs. In addition, the Federal Power Commission won’t 
give you a license. 

Senator Krcuet. Is there similar provision in the license that you 
have on the St. Lawrence ? 

Mr. Moore. Our St. Lawrence license is identical to that lan- 

guage in the Ives-Javits bill. That language was taken right out of 
there, and it was put into effect. Because, as you were told yesterday, 
we sold power to Vermont, refused to sell power to New Hampshire 
and Massachusetts, and they appealed to the Federal Power Com- 
mission. When they found out the facts, they withdrew their ap- 
peals. Had they not withdrawn, the Federal Power Commission 
would have told us what to do. 

Senator Carrot. This is the point I am trying to make. As I 
understood the testimony yesterday, assuming that ‘this bill fails — 

Mr. Moore. That is a terrible assumption. 

Senator Carroty. We are assuming because you are pushing this 
legislation, too. And there being American waters involved, there- 
fore the benefits belong to not only New York but to people in Penn- 
sylvania and the areas to be served. 

Mr. Moore. No argument about that. 
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Senator Carrott. That is one of the reasons why this provision is 
in the bill as I understand it. 

That brings us to the next question, which I think you answered 
in your last few words, because when you talked about Massachu- 
setts and Vermont, who makes the decision ¢ 

I think you said it. They went to the Federal Power Commission 
because it has some controlling authority. 

Mr. Moore. That’s right, sir. And it specifically says so in the 
license. It says, “in case of dispute.” 

Senator Carroiy. And therefore the New York Authority is an act, 
in a sense, to build, to create, to expedite this whole program, and 
these other States have some rights which can be asserted through 
the Federal Power Commission. Is that right? 

Mr. Moore. That is correct. 

Senator Case. If the Senator will yield: that is certainly true. 
The Federal Power Act sets up several things that the Federal 
Power Commission must require and must observe in the granting of 
licenses. I haven’t assumed or understood that the setting forth of 
certain things here which the license should include in any sense 
lessened the application of the other requirements of the Federal 
Power Act. 

Senator Carrot. That is why I wanted to ask the question of the 
Federal Power Commission counsel, whether or not there is a legal 
interpretation of what we mean by economic transmission distance as 
distinguished from economic marketing area. I believe there is. I 
may be mistaken but I think there is some distinction. 

We will discuss this later on so perhaps there is no point in pur- 
suing this. But I want to ask this one more question. If Pennsyl- 

vania should decide, through its governor and its legislature, to set up 
a similar authority, or to function through the public utility com- 
mission, it could present its case to the F ederal Power Commission or 
could act in concert with the New York Authority. Does the New 
York Authority under existing law have the power to negotiate con- 
tracts with citizens beyond its borders ? 

Senator Javirs. It does. The law says: 

Appropriate provision may also be made to allocate a reasonable share of proj- 
ect power to agencies created or designated by other States. 

It is specific on the subject. 

Senator Carroti. Along that line, the junior Senator was formerly 
Attorney General of New York. I understood yesterday from the 
testimony of one of the Trustees of the New York Authority, and my 
understanding also from the chairman of that authority, that the 
present policy of the New York Authority today is to give, within 
State boundaries, a preference. It has a policy of giving preference 
to co-ops and to municipalities. I think the testimony says that they 
will extend that beyond State lines. 

Senator Javits. I think the Senator is entirely correct on both 
scores, limited to the economic market area. 

Senator Carrot. So actually, if these States—Ohio or Pennsyl- 

vania—desire to assert their rights in this, if they set up agencies, they 
‘an negotiate, and in a sense they can give effect to a preference clause 
if they decide to. 
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Senator Javrrs. Exactly. And power is available under the allo- 
cations which have been put before this committee. 

Senator Carrot. Mr. Chairman, I might say some information 
came to me last evening from people whom I—these are just rural 
co-ops, and they are interested in getting power into Pennsylvania, 
not only for the purpose of electricity flowing, but they feel that the 
power that can be served them by the New York Authority would be 
cheaper than the power that they can get from the Pennsylvania 
Authority. That may be one of the reasons why some of the—I am 
not referring to State government but some of the private utilities— 
may not want that power to come in there. That is a State issue for 
them to resolve, rather than the New York Authority. 

Senator Javrrs. That is correct. 

Senator Carroiu. I thank you very much. 

Senator Javirs. Mr. Chairman, before we leave that subject, may I 
point out something which I think the committee should take very 
careful notice of ? ‘In the preference clause contained in S. 512, there 
is no limitation whatever either to economic transmission distance or 
to economic market area. Hence your preference would extend to any 
co-op anywhere literally that would ask for it, subject to their being 
able to get the Feder ‘al Power Commission to agree with them. I 
would like to point out that the words that you read, Senator Car- 
roll, about economic transmission distance, appear with respect to 
neighboring States in another section of the bill. But S. 512 has the 
preference clause so absolute that it contemplates not even a restric- 
tion to the economic transmission distance or the economic market 
area, and goes even further and says that when you make contracts 
with others than the preferenc e customers, you must make, and I 
quote, “flexible arrangements”. 

In short, you put yourself completely beyond any capability for pri- 

vately financi ing the project and making it stick, 

Senator Carrou. Senator Kerr, the chairman of the sube anythin 
yesterday in his colloquy with Mr. Moses, talked about this on line 2! 
of page 2, to make flexible arrangements. ‘This is the withdravwal 
clause, evidently. We thought perhaps by striking out the word 
“flexible” and putting in “reasonable”—that is what your amendment 
does today. 

Senator Javrrs. I think our amendment takes care of this narrow 
question, and that is an open-end preference as against established 
and reasonably foreseeable needs. I think that is fundamentally your 
issue as between these two concepts. And that is why I said we are 
dealing with a very deep factual question and we hope we have sub- 
mitted, and we would be glad to submit as much more as anybody 
wants to see—the factual data to back up that concept. This is what 
makes the project viable. And it is just as I see it—perhaps others 
will disagree with me—this is it; this is the nubbin of the question. 

Senator Neusercer. I have a few questions. It may be that my 
reading of history is imperfect, and I am sure it is. I am rather 
puzzled by one thing. I have been here 2 days and very faithful in 
my attendance. Many distinguished residents of the State of New 
York have come and testified, and they have given very able and 
effective testimony and it has been our privilege to have them. One 
of the things that puzzled me is how much their testimony has been 
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in direct contradiction to the entire philosophy of eminent citizens 
whom New York has given to the Nation. 

The preference clause was conceived by a great Governor of the 
State of New York, who later became President of the United States— 
Theodore Roosevelt. It was an open-end preference clause. It has 
always been an open-end preference clause. He regarded it as an 
antimonopoly clause. That was the whole term in which he referred 
to it. That was the basis for it. 

For example, the statement says: 

Only 5 percent of the power consumed within economic transmission distance 
of Niagara is by so-called rural cooperatives— 
et cetera. Virtually every project that was built with Teddy Roose- 
velt’s preference clause in it probably at that particular time had 
very few public agencies. But as I understand Theodore Roosevelt’s 
philosophy—and last night I got out Gifford Pinchot’s book “Break- 
ing New Ground,” on which there is a long chapter on his fight and 
Teddy Roosevelt’s fight for the preference clause. Teddy Roosevelt 
and he took the position that a great river should not be monopolized 
by private utility corporations; that the only way to prevent these 
great rivers from being monopolized by private utility corporations is 
to have what you have described as an open-end preference clause, so 
that if the people in an area decided to form a public agency which 
might then not even be in creation—not even the 5 percent you have 
described—that they should have a preferred claim on the energy 
from that river which belonged to all the people rather than to a 
private corporation. 


Teddy Roosevelt and Gifford Pinchot may have been wrong, but 
that was their philosophy as they expressed it. 
Later on the great State of New York gave another great Governor 
to the Nation and he made a sa on the banks of the Columbia 
ile 


River in 1937 which I was privileged to stand and hear. He said that 
he favored a postage-stamp rate for the distribution of power that 
came from a great river. And he was opposed to zoning this, based 
on transmission costs so that people who just merely by chance might 
live on the banks of the river should have a preferred rate, because 
he said that the whole watershed contributed to the power in that river, 
and the drops of rainfall and the brooks and creeks and rivulets and 
glaciers that might contribute to that power came from far away, and 
that he felt the power should be distributed on a postage-stamp basis, 
as when you send a letter from Portland to Bonneville, 40 miles, it was 
3 cents and when you sent a letter from Portland to New York City, 
3,000 miles, it was also 3 cents. 

And then later on another Governor of your State came here, Sen- 
ator Lehman, and he didn’t feel that your New York preference clause 
was adequate, and so he sponsored the Federal preference clause which 
a long bygone Governor of New York had brought into being. 

I would like to put in the record, because there has been’ discussion 
of this open-end preference clause, how the preference clause ‘con- 
ceived by one Governor of the State of New York half a century ago 
and put into effect by another Governor of the State of New York has 
worked in the Columbia River power system. 

For the fiscal year ending June 30, 1956, these were the sales of 
Bonneville power, which means all Columbia River dams built by the 
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United States Government. This was the distribution of those sales: 
Industrial customers, 46.38 percent; publicly owned systems, 32.96 
percent; privately owned utilities, 19.67 percent; miscellaneous, 1.97 
percent. Meaning that nonpreference customers with no preference 
under the so-called open-end preference clause have just exactly two- 
thirds of the power, because industry is not a preferred customer under 
the act, and priv ately owned power companies are not a preferred 
customer under the act. 

And yet under the so-called open-end preference clause there came 
to the Northwest industries just as big as those you have described in 
your statement. At the time that the Columbia River power system 
was built there was not 1 ounce of aluminum smelter west of the 
Mississippi River. Yet with the so-called open-end preference clause 
in effect there came to the Northwest the Aluminum Company " 
America, Kaiser Metals, Reynolds Metals, Harvey Machine Co.; 
believe virtually every big manufacturer of aluminum in the coun- 
iry. I may not have mentioned some, but they all came to the North- 
west and made enormous investments, built plants, and staked their 
stockholders’ money on power which they would obtain with the so- 
called open-end preference clause in operation. 

I just cite those things. I may be totally wrong in my conclusions 
but these things are on the record and these things hap ened under 
the open-end preference clause that your distinguishe Governors 
gave to the Nation. 

Senator Javrrs. Our distinguished Governors also gave to the 
Nation the New York State “preference policy. Both Governors 
Franklin D. Roosevelt and Herbert Lehman stood by that policy and 
advocated it as Governors of the State of New Y ork and thought it 
was a very good policy for our State. What their views were within 
the context of areas of the Nation that needed development like 
Bonneville, I don’t think is germane to areas of the Nation which are 
now heavily industrialized, where our basic problem is not nearly as 
much bringing industry in as having it move away. 

In addition, in your analysis, Senator, you haven’t given us the 
amounts of power which were produced, ‘the av ailablity of power 
which was unquestionably—because we know the industr ial conditions 
in those areas—very much greater in terms of potential than what 
these companies needed, so that they could figure themselves what 
would be the foreseeable needs even of an open-end preference clause, 
nor did you give us all the other conditions which might have attracted 
them to the Northwest. 

In short, I deeply feel—and I am not trying to argue the question 
with the Senator at all—that we have made our fondatantel point, 
which is the soundness of our preference clause in the State of New 
York for the State-financed project—and I hasten to add, also by a 
public authority. Let us not forget that already in the course of this 
enormous controversy about Niagara power there has been a tremen- 
dous step forward. We now have complete agreement intrastate that 
there shall be complete development by the power authority. It is 
interesting to note that even as recently as February 1956, when I 
wrote my opinion as attorney general, one of my main points of 
argument was private against public power authority development, 
and I was all for the latter rather than the former. The question was 
still very much at issue then. That question has been resolved. 
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Senator Neupercer. By the rock slide? 

Senator Javrrs. I think it has been resolved both by the rock slide 
and by the fact that this point of view has prevailed in the State. And 
I think it has been resolved somewhat by congressional opposition. 
There has to be some accommodation to a you find in the national 
forum as a practical situation. 

Senator Neusercer. Thank you for your reply. 

Now can I ask you several questions about the reservation that is in 
S. 1037 with respect to the reservation for the Niagara Mohawk Co.? 

Senator Javrrs. Please. 

Senator Neusercer. I understand it is 445,000 kilowatts. Does the 
Niagara Mohawk Co. today hold a license for sufficient water to 
produce 445,000 kilowatts? 

Senator Javirs. As I understand it, they hold a license to produce 
more than that. That is, to utilize more water than that. But the 
production, based upon the head which this new project will have, of 
the secure allocation for them up to 1971, is comprised within the 
445,000 kilowatts. So that my answer to you would be “Yes,” and I 
only introduce the other point because they do hold a license to use 
a considerable amount of water. Nobody else is using it. 

Senator Neupercer. The 445,000 kilowatts consist of the Schoell- 
kopf plant and the the Adams plant combined ? 

Senator Javirs. That is my understanding. 

Senator Neupercer. Do they hold a license at the Adams plant for 
(liversion of water ¢ 

Senator Jayirs. They hold a license for an aggregate diversion of 
water which they can utilize as they choose as between the plants. 

Senator Neusercer. Is that a Federal Power Commission license ? 

Senator Javrrs. That is a Federal Power Commission license, proj- 
ect No. 16. 

Senator Nevunercer. Is it for both plants, the Federal Power Com- 
mission license ? 

Senator Javirs. I wish counsel would answer that in detail. I be- 
lieve it is so. 

Mr. Moore. Yes, it is for both plants. It is 32,500 cubic feet per 
second for either one; 19,725 cubic feet per second on a firm basis, at 
least until 1971, 275 cubic feet per second on a temporary basis—that 
is 275 of the balance of the 1909 treaty, 12,500 cubic feet per second 
from the exchange of notes of 1941 

Senator Neupercer. That is what I want to get straight if I can. 
That is the point I am getting at. 

Mr. Moore. The 275 and 12,500 cubic feet per second are tempo- 
rary. 

Senator Neupercer. Start again will you? I am not as familiar 
with these figures as you are. What I am trying to get at is how 
much of it is a firm license for this 445,000 kilowatts, and how much 
of it is a temporary permit. 

Mr. Moorr. 19,725 cubic feet per second of the 20,000 cubic feet 
per second under the 1909 treaty is until 1971 or longer. That is firm 
until 1971. 

Senator Neusercer. That is a firm Federal Power Commission 
license ? 

Mr. Moore. That’s right; 275 cubic feet per second of the balance 
of the 20,000 from the 1909 treaty is on a temporary basis until the 








172 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


further order of the Commission. In addition, the 12,500 cubic feet 
per second permitted to be used under the 1941 exchange of notes is 
licensed to the company until the further order of the Commission. 

They all, of course, involve State grants. I much prefer not to 
give any aid and comfort to them on what those were. But they do 
have grants that go back to the nineties. 

Senator Neusercer. Explain that exchange of notes a little will 
you Mr. Moore, what that means, that 12,500 cubic feet per second? 

Mr. Moore. The President of the United States wrote a letter to 
somebody in Canada and he said, let’s forget about this 1909 deal. 
We have a war on. Incidentally, under the 1909 treaty Canada was 
authorized to use, I think, 36,000 cubic feet per second. The United 
States only 20,000, which is pretty much what each side was using 
at the time. They had been using it for years. And so 20,000 cubic 
feet per second was all the United States was using on its side, and 
agreed to use on its side. When the war came along, in 1941, they 
wrote notes back and forth to each other and said, we are in this 
war together, we had better do something about it. At least we are 
liable to get into it together. So they agreed that the United States 
would now agree to divert a maximum of 32,500 cubic feet per second 
instead of a maximum of 20,000. 

Senator Nevupercer. For how long a period are those exchanges 
of notes valid? 

Mr. Moore. They are valid until somebody does something about 
them. 

Senator Neusercer. Does Canada have a withdrawal right upon 
that? 

Mr. Moore. Well, of course, they have been terminated now by the 
1950 treaty. 

Senator Neusercer. What is the situation under the 1950 treaty ? 

Mr. Moore. Under the 1950 treaty there was another agreement, 
a brandnew agreement, which specifically abrogated the diversion 
provisions of the 1909 treaty and the exchange of notes in 1941. As 
far as the prior international agreements between the two countries are 
concerned, they are out.’ And there is a new agreement which pro- 
vides, first, that a certain minimum amount of water be allowed to go 
over the falls for scenic purposes. That is 100,000 cubic feet per sec- 
ond in the daytime, during the tourist season, which is about 8 months 
of the year. And the daytime isa long daytime. It is from 8 o’clock 
in the morning until 10 o’clock at night during the period beginning 
April 1 and ending September 15 and until 8 o'clock at night there- 
after until October 31. The treaty thus said, first we will put 100,000 
cubic feet per second of water over the falls in the daytime, and 50,000 
cubie feet per second over the falls in the nighttime during the tourist 
season, and 50,000 cubic feet per second over the falls during the re- 
mainder of the year. Then we divide up what is left for power pur- 
poses, except that Canada gets 5,000 cubic feet per second which is not 
divided between the power entities—the theory being that it comes 
from a watershed in Canada which flows into Lake Superior. Lake 
Ogoki diversion I think they call it. 

That is 105,000 cubic feet per second that is taken out of a little over 
200,000. Then the two countries divide the rest, so on our side we get 
about 50,000 cubic feet per second on an average during the daytime,,. 
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and about 75,000 cubic feet per second on an average during the night- 
time, except in lean years. Then the flow goes way down. 

Senator Neunercer. The point I am returning to, what is the status 
of the Niagara-Mohawk 12,500 cubic feet per second of water which 
was originally authorized in this 1941 exchange of notes? 

Mr. Moore. Ni iagara-Mohawk Power Corp. - has a license which con- 
tinues until something is done about it, until further order of the Fed- 
eral Power Commission. The Commission has had no occasion to do 
anything about it because of the reservation in the treaty which said 
that there could be no new development until Congress ac ted and until 
we brought a lawsuit. So they just go right on. Their license is 
wood wntil the Federal Power Commission, or the C ongress directly— 
I suppose conceivably the Congress could do it direc tly—authorizes a 
license to somebody else to use that water. They can go merrily on 
their way and use it. 

Senator Necsercer. Thank you very much. Of course, as you 
know, I am concerned about the duration of this, which < think is a 
very generous allocation to Niagara-Mohawk, and that is why I want 
to get some facts about their priorities by which they claim the water, 
and the permanence of those priorities. 

Mr. Moore. I think there is one element that has not been clearly 
brought out, and that is this: This proposal that we put in our appli- 

cation to the Federal Power Commission, also in the Ives-Javits-Miller 
bith—sene an agreement, an arranged proposal. In other words, we 
bargained over that for a long, long time. They wanted more. They 
wanted a longer period, the company, originally. 

Senator NeuBerGer. We have had experience with utility companies 
in the Northwest, too. 

Mr. Moore. This is what they said they would take. They said we 
will give up our license provided you will sell us this much power 
at your going rates for this period of time. And if you don’t agree 
to do that, there is no deal. We are just going to keep our w ater as 
long as we can keep it and use it. If you ‘take it aw ay from us, you 
have to pay for all the rights we have, severance rights that Mr. 
Gatchell talked about yesterday, and all kinds of rights. 

For example, they have one grant from the State which allows 
them to take and divert from that river all the water that a pipe 65 
feet in diameter will carry. Heaven knows how many cubic feet of 
water that is. There is no time limit on that. What is the value of 
that? I don’t know. How much we would have to pay for it, if 
anything, I don’t know. But they are very serious problems. 

Senator Neusercer. I have another question, Mr. Midort: 

In their listing of the Bonneville situation I mentioned their indus- 
trial customers getting 46.38 percent of the power. Does the New 
York Power Authority have any direct industrial customers like 
that? 

Mr. Moore. Yes, sir. It has two. It is likely to have a third. 

Senator Neusercrr. And you sell directly at wholesale ? 

Mr. Moorr. We sell directly to the aluminum company. The 
aluminum company has been at Massena since 1903. The New York 
State Legislature eg a corporation in 1898 and gave it a 
license to dig a ditch, canal, taking water from the St. Lawrence 
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River and running it into the Grasse River, 3 miles away. It goes 
back into the St. Lawrence below. 

From 1898 until 1903 the corporation which the legislature set up 
dug the ditch and built the powerplants and then went “broke. A new 
corporation was established under the New York law and the bank- 
ruptcy court took over. 

That corporation was bought out by Alcoa in 1903. Alcoa went 
to Massena and it is still there and employs all the people in the north 
country and nobody else, and pays I don’t know what percentage of 
the taxes of the north « country. In any event, our St. Lawrence proj- 
ect knocks that out. It is gone. I mean all these years it has been 
using power from that powerplant, that 25,000 cubic feet per second 
of water, and also using power it buys from Canada under a long- 
term contract. 

If we are going to keep Alcoa in Massena and not have the place 
become a ghost tow n, we have to sell them power; otherwise they will 
move. 

We also found out that by the time we moved St. Lawrence power 
very far it wasn’t worth much anymore. It didn’t do much good. 
So we literally persuaded the Reynolds Metals Co. to go to Massena 
and establish a brandnew plant at Massena to employ “the people. 

Senator Neusercer. Is that the company to which Governor Har- 
riman recently granted 239,000 kilowatts / 

Mr. Moore. Governor Harriman approved a contract which was 
made by the power authority and after public hearings was approved 
and signed and sent to Governor Harriman. He approved that 
recently. 

Senator Neupercer. Is that the one for 239,000 kilowatts ? 

Mr. Moore. 239,000 kilowatts is right. 

Senator Neusercer. Those are direct sales? 

Mr. Moore. Those are direct sales. Remember, there is a very im- 
portant element here which is different from some of your western 
projects. We can’t store this water. This is a mighty river. This 
is the steadiest flow of any in the world. 

Senator Nevpercer. We have run-of-the-river projects, too. 

Mr. Moore. You can’t store that power. The power is produced 
around the clock, 365 days a year. You waste it if you don’t use 
it as it comes off the line. These aluminum companies use it 365 
days a year. They have almost 100 percent load factor and they pay 
the bulk of the revenue of the project. As a result, the farmers who 
have a 50-percent load factor get their power cheaper than they would 
otherwise get it. If we didn’t sell to these big companies, we would 
have to charge much more to the other people. 

Senator Neusercer. Mr. Moore, you have painted such an identical 
picture of our operation in the Northwest, all you would have to do 
to make it perfect would be to have the preference clause. 

Senator Javirs. Senator Neuberger, I would like to be sure we have 
answered your questions specifically, and Mr. Moore will confirm 
this: 445,000 kilowatts represents the output at the head which will 
be established by this project on the approximately 20,000 cubic feet 
per second of water use which is given to Niagara Mohawk at least 
until 1971. Is that correct ? 
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Mr. Moore. Yes. Except, I think it is really 460,000 kilowatts, 
and we chiseled it down to 445,000, That represents what they had 
before. That is what it amounts to. 

Senator Carroiy. Will you yield? 

Senator Neupercer. Senator Carroll. 

Senator Carroti. As I heard this very fine discussion I want to 
ask: What is the pay-out period on this project 

Mr. Moore. The St. Lawrence project ? 

Senator Carro.u. Yes. 

Mr. Moore. The St. Lawrence project—that is one of those 1.4 
affairs. We have to earn 1.4—the bond amortization each year, the 
bond charges. It will be paid off. The bonds actually ran for 48 
vears, but we hope to pay them off by 1985. Remember, we borrowed 
the money before we started the project. So those years are included 
in the time for amortization. 

Senator Carroiu. I understood it was to be $166 million. 

Mr. Moore. We borrowed $335 million on the St. Lawrence to 
start. 

Senator CarroLt., What would be the pay-out period on the project 

Mr. Moore. The actual pay-out period will be 35 years. The 
long term will be a little longer because of that amortization provision 
in the bonds. 

Senator Carroiit. When the pay-out period is over, do the revenues 
go the New York State Authority ? 

Mr. Moore. No. Under the law that Senator Javits told you about, 
that established the power authority, the power authority is man- 
dated to sell power at cost. That is all. We don’t make any profit. 
Nobody makes any profit. And it will continue to be sold as long as 
we are in business. 

Senator Carroti. That is a very important point. I didn’t under- 
stand that. 

Mr. Moore. We have only two functions: One is to build the St. 
Lawrence project, and the other the Niagara. 

Senator Javirs. I am so glad, Senator Carroll brought that out. 
This has been a big row on a different subject on the preference 
clause. The big battle is over—public versus private power develop- 
ment. This is a public power development bill, except that the ques- 
tion is, Shall it be developed according to the law of the State of 
New York by the New York Power Authority or shall it be de. 
veloped by a New York authority under the Federal law. 

Senator Corron. I have a question. 

Senator NEUBERGER. Senator Cotton ? 

Senator Corron. This isa question from a very friendly standpoint. 
You said you discovered that if you took the St. Lawrence power and 
moved it any distance it wasn’t any good. When did you make that 
cliscovery ? 

Mr. Moore. I would say we made that discovery—you learn as you 
vo along in this business—principally as we started to study the 
economics. This could have been built for $66 million when they 
first talked about it. It will now cost $335 million. The project we are 
talking about at Niagara could have been built for $366 million when 


that treaty was signed in 1950. It is now estimated to cost almost 
$600 million. 
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Senator Corron. Your observation interests me because when the 
St. Lawrence seaway proposition was before the Congress some of us 
in New Hampshire, for example, were told rather glibly that, oh yes, 
we would get some of that power. At that time I stated myself 
that I didn’t think that when the power was developed we would get 
enough power to pull your hat off, and that has been justified since. 

I wonder if it was after the construction, after the bill passed the 
Congress that this discovery was made about the uneconomic ability 
to transmit power. 

Mr. Moore. I don’t think so. As recently as 1942, when efforts were 
made to build the St. Lawrence project, St. Lawrence power could have 
been produced for 2 mills. And at that time 

Senator Corron. Had it gone any farther then ? 

Mr. Moore. Yes. In 1942 the load was so much less than it is today 
in the United States, and in New York and in New Hampshire—about 
half—I don’t know if it was that, but very substantially less. It is in 
the brochure, in the folder, about the marketing of the St. Lawrence 
power. You could have blanketed upper New York State and Ver- 
mont and New Hampshire with St. Lawrence power in 1942, and it 
would have been economical to do it. But now, by 1965, the whole 
St. Lawrence project power, every kilowatt-hour can be used within 
100 miles of Massena. 

Senator Corron. Then the reason it isn’t uneconomic isn’t because 
of the difficulty of transmitting it, it is because of the demand nearer 
home? 

Mr. Moore. No; there are two reasons. One is that it costs more. 
It costs twice as much as in 1942. 

Senator Javirs. Then you run into the steam production cost. 

Mr. Moore. The cost of transportation is greater. And you have 
losses that you have to think about. Every mile you carry it you lose 
something. And then you have to compare with what it costs in 
New Hampshire to produce it from other sources. 

Senator Corron. But the power we are producing in New Hamp- 
shire costs us much more than it did. 

Mr. Moore. But still your State found, when it went to Stone & 
Webster Co., that you wouldn’t gain anything by buying this power 
now, which you would have gained in 1942. 

Senator Corron. I am quite convinced that what you say is correct, 
and as a matter of fact I happen to be one member ‘of this committee 
who feels that if a State is willing to finance a project it ought to 
have every protection. How far do you figure that it would be eco- 
nomically feasible to transmit power from this proposed Niagara 
project ? 

Mr. Moore. Common sense, about 150 miles. The increased demands 
between now and the time this project will be built, within 100 miles 
of Niagara Falls will take the whole kaboodle. In other words, 
every bit of power that is available here, that doesn’t have to stay 
there—about 1 million kilowatts to be broadcast—every bit of that 
could be used within a hundred miles of Niagara Falls by 1965. 

Senator Corron. Again you are basing your analysis of what is 
economic and what is uneconomic on the local demand ? 

Mr. Moore. That is right. And what good it will do. If you take 
it into Pennsylvania where they can pr oduce power more cheaply than 
we can sell to them, it doesn’t make any sense. 
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Senator Corron. We have testimony before this committee that 
in the Tennessee Valley they can transmit power, do transmit power 
for a distance of I believe over 200 miles. 

Mr. Moore. No question about it. You have a different principle 
there. Remember the Tennessee Valley, the cost of transmission 
lines—one of the things Senator Neuberger was talking about—is 
part of the cost of the project. And the postage stamp affair: we can’t 
do that. 

Senator Corron. In other words, we in New Hampshire are helping 
build those transmission lines. You want us to build them to td 
York. 

Mr. Moore. We are not asking you to build them for New York. 

Senator Corron. Thank you. 

Senator Carro.i. If I may say to the Senator, he has made a very 
good point, because it may be true that you will have this great demand 
within New York State, but that takes us back to the other concept, 
whether or not they have such a demand. 

It seems to me, under the wording of this bill—and certainly it 
ought to be the intent of the Congress, : , and yesterday it was the intent 
and policy of the Federal Power Commission—that whether it is 
New Hampshire or Vermont or Pennsylvania or Ohio, they have a 
right if they want to assert it to get some of this electric ity if they 
believe it is economic ally feasible. 

Mr. Moore. If they can convince the Federal Power Commission 
that it makes any sense. 

Senator Carrotu. In other words, your economic demand areas, of 
course, would be so great that they might utilize all this power. But 
there is another question, a broader one, of the rights of the surround- 
ing States to participate. 

‘Mr. Moore. Provided it can do them some good. 

Senator Carroti. That is a determination that they have to make, 
and not the New York Authority. 

Mr. Moore. The New York Authority should make it in the first 
instance. That is what we do under our St. Lawrence license. We 
dealt with Vermont, New Hampshire, and Massachusetts. We made 
it, but we were subject to review. 

Senator Carroii. That is my point. 

Senator Javirs. The Federal Power Commission is the final au- 
thority. 

Senator Carrot. Thank you. 

Senator Neupercer. There is a question of philosophy involved, too, 
in this whole matter of distribution of power. Twenty-five years ago 
the vast majority of farms in this country had no central service elec- 
tricity at all. Isn't that correct? 

Mr. Moore. That is correct. 

Senator Nevsercer. The private utilities were merely serving the 
very lucrative load factor that they had in settled, crowded communi- 
ties. The farmer at the end of the line had no power. That was the 
basis of the REA. 

Mr. Moore. As I understand the history in New York State on 
REA’s, (1) there are none in the Niagara Mohawk territory. There 
are five altogether in the State. I don't know whether all five are in 
the New York Electric & Gas ee or not. As I understand the 
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history, the company which New York Electric & Gas succeeded 
didn’t have any money at one point to build any lines, even under the 
compulsion of the REA Act, and the result was that REAs were 
formed. People here know more about that than I do. 

Senator Kucuex. It seems to me you have done a pretty generous 
thing to indicate in legislation that you introduce here and sponsor 
that some of the power wvuld be available to neighboring States in the 
absence of those neighboring States indicating by their State govern- 
ment that they are in a position to want it. 

I give you credit on it. I think that isa very generous thing for the 
State todo. It is the people of the State that have created the New 
York Authority. 

Mr. Moors. The Senators and Mr. Miller did that. 

Senator Javrrs. Senator Kuchel, I think it goes to our fundamental 

roposition. I think Senator Neuberger has certainly crystallized it. 
The fundamental question is not any disposition to do whatever is 
remotely right now or generous now: the question is, Is this going to be 
open for the future or can you make anything firm now? That is the 
fundamental point. That is the fundamental issue in the New York 
law. 

Thank you very much. 

Senator Neosercer. Thank you so much for coming here. We 
appreciate Senator Ives coming. 

Senator Ives. I am glad to take advantage of this opportunity. 

Senator Javirs. Senator Ives is the principal sponsor of this bill, 
joined by myself and Mr. Miller. 

Senator Ives. We are all together on this. It is all New York. 

Senator Neugercer. Thank you very much. 

We also appreciate Congressman Miller being here. 

I would like to announce the schedule for the benefit of people here. 
I talked briefly to the chairman of the subcommittee before he left to 
goto the Finance Committee. We will go this morning—the subcom- 
mittee will be in session this morning until 12:15. Then we will go 
back into session this afternoon from 2 until 4 o’clock. It is the hope 
of the chairman of the subcommittee at least to more than conclude 
with the witnesses who have come from a substantial distance away, so 
that they can return to their homes. What his future plans are 
regarding tomorrow I do not know. 

I should like to say for the record that I personally am unable to 
attend tomorrow because the Indian Affairs Subcommittee, of which 
I am chairman, has scheduled a hearing for tomorrow morning and 
tomorrow afternoon. So I personally cannot attend tomorrow. I 
trust that is clear to the members of the committee here so they can 
adjust their plans accordingly. 

The next witness is Mr. Earle J. Machold, president of the Niagara 
Mohawk Power Corp., Syracuse, N. Y. 

Mr. Machold, we are glad to have you here. I notice that you have 
a very long statement. As you can tell, our time is limited. Would 
it be at all agreeable to you if you paraphrased the statement and 
highlighted it, and with unanimous consent of the other members of 
the subcommittee your entire statement will appear in the record ? 
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STATEMENT OF EARLE J. MACHOLD, PRESIDENT, 
NIAGARA-MOHAWK POWER CORP. 


Mr. Macuotp. That is agreeable to me, Senator. 

Senator Neusercer. Thank you. 

(The prepared text of Earle J. Machold, president, Niagara Mohawk 
Power Corp., is as follows :) 


My name is Earle J. Machold, and I am president of Niagara Mohawk Power 
Corp., whose principal office is in Syracuse, N. Y. I appear here to urge favor- 
able action by the committee on 8. 1037. 

Niagara Mohawk Power Corp. is the electric utility company serving a popula- 
tion of 3,200,000 in 22,000 square miles of upstate and western New York. Our 
service territory extends from the Hudson River Valley in the eastern part of 
the State to the Canadian border in the north, and across the State to Lake Erie 
and the Niagara frontier in the west, the location of the Niagara redevelopment 
project, which is the subject of these hearings. 

The Niagara Mohawk system, pioneering in major hydroelectric power devel- 
opment, constructed, owned, and has operated, beginning some 60 years ago, the 
only hydroelectric power development on the American side of the Niagara 
River, in our Adams and Schoellkopf plants. 

In each of the previous Congresses since the treaty of 1950 which made addi- 
tional development possible, I appeared here not only on behalf of Niagara 
Mohawk, but on behalf of the four major electric utility companies in New York 
State with whose facilities the electric transmission facilities of the Niagara 
Mohawk system are directly connected. These companies, in addition to Niag- 
ara Mohawk were New York State Electric & Gas Corp., which renders electric 
service in the south central part and in a substantial portion of upstate New 
York, including the cities of Binghamton, Elmira, and Ithaca; Rochester Gas 
& Electric Corp., serving the city of Rochester and vicinity and south to the 
Pennsylvania line; Consolidated Edison Company of New York, Inc., serving 
the metropolitan area of New York City and Westchester County; and Central 
Hudson Gas & Electric Corp., which renders electric service in the city of Pough- 
keepsie and other communities on and near the Hudson River. 

I have submitted here for the use of the members of the committee a map 
which may be helpful. It depicts the service areas and transmission lines of 
these five companies as well as the interconnections we maintain and operate 
not only among ourselves, but with other electric distribution systems in New 
York and adjoining States. 

When I appeared previously on behalf of the five-company group, it was to 
urge enactment of legislation which would have enabled this group of companies 
to finance and construct the Niagara project. In this Congress, for the first 
time since 1951, there is no bill to authorize private enterprise to undertake a 
new Niagara power development. I appear here today on behalf of those 3 
members of the 5-company group whose service areas are within the Niagara 
project’s market area. Those companies are Niagara Mohawk Power Corp., 
New York State Electric & Gas Corp., and Rochester Gas & Electric Corp. For 
reasons which I shall state, we did not request or suggest introduction of a 
private enterprise development bill. Instead, we urge the committee to recom- 
mend enactment of the Ives-Javits bill, 8. 1037. 

First, I should like to explain to the committee, and for the record, the rea- 
sons why we, who for 6 years have so earnestly urged enactment of private 
enterprise legislation, now support a proposal for construction of the Niagara 
project by the Power Authority of the State of New York. Thereafter, I desire 
to express our views with respect to the two substantial differences between 
the Ives-Javits bill and the Clark bill. 

Briefly stated, we urge the enactment of S. 1037 because we believe that our 
obligations to the public we serve will not tolerate further indefinite delay in 
resolving the Niagara controversy. The destruction of approximately two-thirds 
of Niagara Mohawk’s Schoellkopf plant last June has created the emergency 
referred to in section 1 of S. 1037, concerning which the committee has already 
heard a great deal. Also, the destruction in substantial part of the Schoellkopf 
plant has permitted a different and more efficient utilization of Niagara River 
water for power purposes. Under all previous proposals the Schoellkopf plant 
would have permanently utilized 20,000 cubic feet per second of the water avail- 
able for diversion on the American side. 





180 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


To minimize repetition, I want only to emphasize that when we lost the 
Schoellkopf plant, there was lost 365,000 kilowatts of the cheapest firm power 
capacity in all America. Because of the regular flow of the river, we could 
rely on this capacity 24 hours a day, almost every day, and the station produced 
approximately 2.8 billion killowatt-hours of electric energy annually. 

The Schoellkopf station was built in three sections over the period 1909 to 1924. 
The station was the first ever licensed under the Federal Power Act of 1921. 
It was not only the largest single hydroelectric installation in the Niagara 
Mohawk system, but, I believe, the largest in the privately owned electric-utility 
industry. 

Niagara Mohawk was really 2 electric systems in western New York distribut- 
ing in the order of 650,000 kilowatts of 25-cycle energy, largely to industry. Of 
the Schoellkopf station’s capacity of 365,000 kilowatts, about 290,000 were 25- 
cycle and the remainder 60-cycle capacity. However, as you are undoubtedly 
aware, the trend in this country and elsewhere has been to uniform 60-cycle fre- 
quency, and since 1944 our filed rate schedules have prohibited the extension of 
25-cycle service. Accordingly, our customers have been on notice that they 
cannot increase their 25-cycle requirements, and all additions have been for 
60-cycle use. 

Since 1895 when the Niagara Mohawk system commenced to develop power 
at Niagara in its Adams plant, the availability of this low-cost hydroelectric 
power has inspired one of the country’s greatest industrial concentrations. Few 
people realize that in the city of Niagara Falls alone, more industrial power is 
consumed than in most of our leading industrial cities. Further, power sales to 
industrial and commercial customers in Niagara Mohawk’s western division alone 
exceed similar sales by all of the 150 retail distributors of TVA power combined. 
Moreover, the average rate paid by Niagara Mohawk’s industrial and large 
commercial customers in western New York prior to the Schoellkopf disaster was 
lower than comparable rates in the TVA area and in the cities of Toronto and 
Niagara Falls, Canada, even in spite of the fact that their electricity is tax free 
while we pay in Federal, State, and local taxes some 20 cents out of every 
revenue dollar. 

Under these circumstances, there have been most serious repercussions, as you 
would imagine, from the sudden termination last June, after almost one-half 
a century, of this most advantageous power economy. Iam very happy to be able 
to say that within a very few hours after the catastrophe, electric service was 
fully and completely restored to each and every customer, whether 25-cycle or 
60-cycle. At the first indication of trouble at Niagara Falls, we increased pro- 
duction in our 25-cycle machines at our Huntley steam station near Buffalo to 
produce 215,000 kilowatts of capacity. We have frequency changers in our 
system which can change 60-cycle energy into 25-cycle up to 56,000 kilowatts of 
capacity. We also had available under firm purchase, arrangements in the 
order of 60,000 kilowatts of 25-cycle capacity. And then we had an still operate 
our Adams station on the Niagara River producing about 80,000 kilowatts of 25- 
cycle capacity. Finally, we were taking, at the moment of the catastrophe from 
the Hydroelectric Power Commission of Ontario, Canada, approximately 150,000 
kilowatts of 25-cycle capacity under an interchange operation, and they were able 
promptly to increase their delivery to some 230,000 kilowatts. I want to pay 
tribute to the remarkable cooperation we received from our neighboring utilities 
in the State of New York and from the Hydroelectric Power Commission of 
Ontario. 

Thus, our customers continued to receive service without diminution in supply 
and without loss of even one shift’s production. They have been and are receiv- 
ing all of their requirements, and we intend to continue to supply their increas- 
ing requirements, For example, as a part of our regular construction program, 
to meet future growth requirements, speaking only for the moment for Niagara 
Mohawk alone, we have under construction in our Huntley station near Buffalo 
two new units each of the capacity of 200,000 kilowatts which will come into 
operation in the fall of 1957 and 1958. Further, we have commenced construc- 
tion on 2 more 200,000-kilowatt units in our Dunkirk plant south of Buffalo on 
Lake Erie, which we plan to have in operation in 1959. Our confidence in the 
growth of western New York is such that we expect to have a market for these 
800,000 kilowatts of capacity even though the new Niagara project of some 
2,000,000 kilowatts is also built. 

While we can continue to meet any and all load requirements we cannot, of 
course, revive the low cost output of a hydroelectric powerplant, constructed 
beginning almost 50 years ago. The cost of our reserve power, as well as of 
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Canailian power, is very substantially higher. Thus, immediately after the 
disaster, rate schedules became effective which increased industrial power 
rates, on the average, for 25-cycle customers by 39 percent. Even these increases 
did not reflect all of the higher costs of the new supplies of power, and we have 
pending before the Public Service Commission of the State of New York appro- 
priate rate adjustments. 

Moreover, 25-cycle power from Canada is not assured to us beyond June 1959; 
25-cycle customers must convert their equipment eventually from 25-cycle to 
60-cycle capacity, the cost of which will aggregate many millions of dollars. 

Electrochemical and electrometallurgical industries, for whose processes power 
is an important cost component, have objected to increased power rates as re- 
quested by us to reflect higher production and operation costs. Since these 
industries. provide employment for over 30,000 people on the Niagara Frontier, 
there have been severe public reactions to threats and fears of removal or curtail- 
ment of their operations. In these circumstances, while the people of western 
New York have always strongly favored construction of the Niagara project by 
ax paying business enterprise, their chief concern since the Schoelikopf disaster 
is the continued delay in the construction of the project rather than whether 
it is constructed by private enterprise or the State power authority. 

It is against this background that we reappraised the legislative situation in 
this Congress with respect to the Niagara project. We did so fully mindful of 
our obligation to serve our customers and to maintain, on the best basis pos- 
sible, the economic health, balance, and growth in an area we have been serving 
for some 70 years. Under all of the existing circumstances, we concluded that 
we should urge enactment of S. 1087 so as to permit the New York State Power 
Authority to proceed promptly with construction. Since 1951 New York law 
has preempted the new Niagara development to the State power authority. 

While S. 512 introduced by Senator Clark of Pennsylvania also makes provi- 
sion for construction of a Niagara power project by the New York State Power 
Authority, it differs from S. 1037 in two respects which make it highly objection- 
able to the overwhelming majority of the people of western New York, and to us. 

First, S. 512 fails completely to take into account and to deal with the 
Schoellkopf disaster or to deal with the economic, engineering, and legal con- 
sequences resulting therefrom. As has been stated, Niagara Mohawk holds a 
Federal Power Act license to utilize Niagara water in its Adams and Schoell- 
kopf plants until 1971. Until then our license authorizes us to develop for 
power purposes 20,000 cubic feet per second. In addition, we are authorized, 
pending further order of the Federal Power Commission, to develop an addi- 
tional 12,500 cubic feet per second. In previous Congresses, all of the pro- 
posed Niagara legislation has contemplated a development which would use 
only the additional water made available under the 1950 treaty with Canada, 
Niagara Mohawk was to continue to develop the 20,000 cubic feet per second 
under license to it. 

But now, 2 of the 3 sections of the Schoellkopf generating plant are com- 
pletely destroyed. We will have restored to operation at least 88,000 kilowatts 
of capacity in the remaining section by the end of this year. The waterways, 
the canal, and tunnel which diverted water from the Niagara River to the plant, 
could be restored to full usefulness relatively soon. However, when considera- 
tion is given to rebuilding the 2 destroyed sections of the station, we must con- 
sider that the most efficient utilization of the water for power purposes is to 
develop it at the site of the new project where there is approximately 100 feet 
of higher head. In this connection all of the engineers agree that the same 
amount of water which developed 445,000 kilowatts of capacity, 365,000 in the 
Schoellkopf plant and 80,000 in the Adams plant, can be utilized to develop 
750,000 kilowatts at the new site farther down the river. 

It is clear, therefore, that sound engineering and sound economics dictate a 
combination of the old and the new water, so to speak, in the new, highest head 
development. This would result, too, in closer compliance with the policy of 
Congress as expressed in the Federal Power Act for the adoption of project 
plans which will make for the most comprehensive development of navigable 
waters. 

We have indicated to the power authority that, upon fair terms, we would 
surrender not only our license and our rights thereunder, but all our riparian 
and other water rights and claims for compensation or damages, except just 
compensation for tangible property actually taken. This would mean, of course, 
that we would cease to generate power at our Adams plant and in our’restored 
units in the Schoellkopf plant. 
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In return for the surrender of these rights, under the provisions of S. 1037, 
from the 750,000 kilowatts to be generated by the power authority with the 
water we now utilize, Niagara Mohawk would purchase 445,000 kilowatts, the 
equivalent of the amount produced by us in the licensed project prior to the 
Schoellkopf disaster. We would purchase this amount of power for the period 
ending on the final maturity date of power authority bonds issued to finance the 
project. We would pay for the power on the same terms as will be available 
to other purchasers of power from the authority. Under the bill, the 445,000 
kilowatts of power would be sold to Niagara Mohawk for the same general 
purposes for which power from our licensed project was utilized and, as the 
bill recites, ‘in order to restore as nearly as possible low power costs.” Fur- 
ther, under the bill, the power authority’s contract with us would require the 
approval of the governor of the State of New York. 

The existing situation presents unprecedented, highly involved problems re- 
lating to the existing license and the sale and distribution of power produced 
thereunder. The solution afforded in S. 1037 of these questions seems fair and 
reasonable. 

The remaining important difference between S. 512 and S. 1037, is found 
in section 2 of 8S. 512. The provisions of that section would require the New 
York State Power Authority to observe the so-called Flood Control Act prefer- 
ence policy in contracting for the disposition of project power. On the other 
hand, 8. 1037 would require the State power authority, in effect, to observe the 
laws of the State which created it in disposing of project power in New York, 
while in neighboring States project power would be distributed according to 
their laws. 

It is unnecessary to debate the merits of the Flood Control Act preference 
policy to conclude that it has no place here. 

First, a grave question is presented whether the State power authority, under 
its enabling legislation, could accept a license containing the Flood Control Act 
type of preference. I need not belabor this point since I am confident that the 
senatorial sponsors of 8S. 1037, who include Senator Javits, formerly State 
attorney general, have testified or will testify to this effect. 

The State power authority law affords a preference to rural and domestic 
customers by whomsoever served, and the State legislature has twice refused 
to amend these provisions so as to adopt the Flood Control Act provisions. 
Moreover, the present chairman of the power authority and his predecessor 
have both advised the Congress that preferences as in 8. 512 violate State law. 
The Congress has further been advised that such requirements would “as a 
practical matter” preclude financing of the project. 

Under these circumstances, it seems clear that enactment of the preference 
provisions in S. 512 would foster serious litigation and further delay in the 
construction of the project. 

However, there are further compelling reasons for rejecting these prefer- 
ence provisions here. We do not believe the preference policy of the Federal 
statutes is properly to be extended to projects not federally financed. Where 
the State is to build the project, it would seem that State law is the appro- 
priate policy to regulate distribution. Preference clauses have been exclusively 
confined by the Congress to the distribution of power produced as an incidence 
of a Federal multiple-purpose project. In the Roanoke Rapids case (191 F. 
2d 796) the Court of Appeals for the District of Columbia Circuit stated with 
respect to section 5 of the Flood Control Act of 1944 that the preference 
clause “merely provides how the surplus power developed at Government 
projects shall be disposed of.” Significantly, the Federal Power Act, which 
provides for licensing of projects not federally financed, does not contain any 
preference provisions for marketing power produced from a licensed project, 
although complete control over rates is provided. 

Here, in 8S. 512, the Flood Control Act provisions are sought to be imposed 
as a condition for authorizing the public agency of a State to construct, without 
Federal funds, a pure power project. However, the precedents in the Congress 
are to the contrary. A clear case in point is found in the congressional enact- 
ment authorizing the development of the Priest Rapids site on the Columbia 
River by a public agency of the State of Washington. There the Congress 
refused to amend the legislation to embody the preference requirements of 
section 5 of the Flood Control Act of 1944. The reasons for the rejection of 
this amendment were eloquently expressed in the report of the House Com- 
mittee on Public Works, Report No. 1656, 83d Congress, 2d session, accompany- 
ing H. R. 7664. The committee report stated : 
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“The committee considered an amendment, proposed by the sponsors of the 
companion Senate bill, which would require that all sales of power by the 
licensee from this project be made in accordance with the preference require- 
ments of section 5 of the Flood Control Act of 1944 which reads as follows: 
‘Preference in the sale of such power and energy shall be given to public bodies 
and cooperatives.’ This was enacted to apply to power sold from dams con- 
structed and operated by the Federal Government in the exercise of its control 
over navigable waters. Similarly, the Federal Power Act provides that prefer- 
ence be given to public bodies in the granting of licenses for developing hydro- 
electric power in navigable waters. 

“Neither of these laws contemplated any dictation as to the subsequent dis- 
position of the power after it was purchased or developed under license by 
such public bodies. The omission of any such control seems to have been based 
upon the premise that public bodies organized as nonprofit agencies to perform 
a public purpose could be entrusted with responsibility of conducting their 
operations in the best public interest. Such public bodies are required by their 
own charters or State laws to charge fair and nondiscriminatory rates. To 
require public bodies to give preference to other public bodies could result in 
discrimination against the selling agency and its individual customers. The 
demands of neighboring public bodies could reach such a volume that the 
selling agency would have insufficient power for a normal growth in demand 
of the individual domestic residents, farmers, and industries located in its own 
marketing area. Such a result would be contrary to the statutory purposes of 
the public body. 

“The Federal Government has given financial assistance by loans and grants 
and has issued licenses for waterpower developments to numerous State, mu- 
nicipal, and cooperative public power agencies in the past. It has not imposed 
any public preference requirements upon these public power agencies which 
are chartered and dedicated to the marketing of power in the best public inter- 
est. The committee feels that it would be wholly inconsistent and discrimina- 
tory to impose such conditions in this bill. It has therefore rejected the 
proposed amendment.” 

The Niagara project presents an even stronger case for this logic and con- 
clusion. While the Niagara project is a pure-power project, the Priest Rapids 
development included navigation and flood-control facilities. Moreover, the 
Priest Rapids Dam had previously been authorized by the Congress in the 
Flood Control Act of 1950. 

Finally, I should like to point out that imposition of the preference clause here 
is in any event unnecessary and inappropriate. In the project market area, 
almost 95 percent of electric consumers are served by our three companies. In 
Niagara Mohawk’s 22,000 square miles of service territory there is not a single 
REA cooperative. We have built rural extensions whenever and wherever re- 
quired. Electricity is available to every farm, and we serve over 60,000. We 
are proud of the fact that, in addition to being the leading industrial State, 
New York is the Nation’s second largest dairying State. 

There are only 5 REA’s in the entire State, and only 2, with approximately 
1,700 customers, are within the Niagara project’s market area. 

The average use of electricity by farm customers in our combined territory 
is substantially in excess of the national average,.and the average cost per 
kilowatt-hour for farm service is also substantially less as compared with the 
national average. 

As for municipal electric operation in New York State, in the project's 
market area there are some 26 having a total of 55,000 customers. Recently, 
the electorate in the second largest of the municipals, having some 65,000 cus- 
tomers, voted to sell the municipal electric system to Niagara Mohawk. 

I am advised that within the State of Pennsylvania, in the project’s 150-mile 
market area, there are an even lesser number of customers of public agencies; 
that there are 4 municipal systems having some 4,700 customers and 6 REA’s 
with some 33,000 customers. In Ohio there are no REA’s within 150 miles of the 
Niagara project and 1 municipal electric system having some 63,000 customers. 
As compared with these numbers our 3 companies serve in the market area 
in New York alone a total of approximately 947,000 electric customers. 

It is interesting to note that in connection with the St. Lawrence project 
where efforts were made before the Federal Power Commission to require the 
preference clause, the Commission examiner, after hearing a great deal of 
evidence and arguments, found that its imposition would be “contrary to the 
public interest” as well as “unnecessary and undesirable” in an area as fully 
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developed as New York State where there is no lack of adequate privately owned 
distribution facilities. 

It seems clear that an overwhelming case is presented for not requiring the 
so called preference clause as a condition of the State Power Authority’s license 
to construct the Niagara project. 

In conclusion, I want to state to the committee, with all sincerity, that the 
public interest will here best be served by speedy enactment into law of 8S. 
1087. 

Mr. Macnorp. I have listened to all the witnesses who have testified 
on this Niagara legislation and I don’t know that there is very much 
more that I can add to what has been said. The prepared statement 
covered the same subjects, perhaps in different language. But I am 
here to support S. 1037. 

When I appeared before this committee before, I appeared in favor 
of the private enterprise bill. Last June 7, after the Schoellkopf 
catastrophe, before that consideration had been given to various ways 
and means of settling this controversy. 

I don’t think the Schoellkopf catastrophe was responsible for it, but 
I think in fairness I should say to the committee that it precipitated 
more serious consideration. 

I don’t want to repeat the references in the discussions which have 
been made with reference to our license. I think the explanation given 
by Mr. Moore is correct and it would only be repetitious so far as this 
hearing is concerned. I do want to point out one thing that has not 
appeared in this record, and which is referred to briefly in my prepared 
statement. 

During the year 1956, and since the St. Lawrence development has 
became a reality, there have been two municipal elections in New York 
State in the territory of the Niagara Mohawk Power Corp. 

One, the city of Ogdensburg, which is a short distance from the St. 
Lawrence development, where a proposal was submitted to the elector- 
ate there to take over our distribution system and go into the municipal 
distribution business, that proposal was defeated last June by a vote of 
about 3 to 2. 

Recently in the city of Dunkirk, N. Y., people of that city voted to 
sell their municipal distribution system to Niagara Mohawk, and that 
transaction will be closed sometime within the next few weeks. 

I mention that as a further indication of what appears to me to be 
the position of the people in this area. I think I should say that we 
are fully cognizant of the problems that have been created in Niagara 
Falls and the western frontier when the Schoellkopf catastrophe oc- 
curred last June, and 335,000 kilowatts of the cheapest hydroelectric 
capacity of the country developed by any private company was lost. 

As has been said, these large industries in that area who use large 
amounts of power are rightfully concerned as to whether or not that 
cheap power is going to be or can be restored, and if so on how perma- 
nent a basis so that they can make their plans for the future. 

Having all those problems in mind, and considering the general in- 
terest of the area, which is in our interest, it seemed to us that we 
should now support this proposal of Senator Ives and Senator Javits 
and get on—if our support can give any help—get on with the develop- 
ment of the power at Niagara so that that great area can continue to 
make its plans and to grow and expand as we think it will. 

As evidence of our faith in the ene of that area we are 
building in Buffalo and in Dunkirk, N. Y., at the moment, 800,000 
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kilowatts of additional steam capacity, which will be available in 
1957, 1958, and 1959, which of course is fore power from the Niagara 
development can be available. 

But we think the development of this area, and the area within the 
marketing distance from Niagara Falls, is going to be such that by 
the time the Niagara development is completed we will again be mak- 
ing plans for additional steam capacity to serve the requirements of 
these customers. 

I tried to summarize my statement. There are many more things 
in the prepared text that have already been said. 

Senator Neusercer. We appreciate your courtesy in summarizing 
your very able statement. We feel that that is useful in the interest 
of time. 

Senator Carroll, do you have any questions to ask? 

Senator Carroti. No, I have no questions. It is an excellent state- 
ment. 

Senator Neusercer. Does your company hold any agreements with 
the power authority to purchase St. Lawrence River energy ? 

Mr. Macuoxp. Yes, sir. 

Senator Neusercer. How much energy will be purchased from the 
St. Lawrence ? 

Mr. Macuorp. 115,000 kilowatts of firm capacity. 

Senator Nevpercer. Is there a withdrawal clause? 

Mr. Macuorp. A presently undetermined amount of additional 
power. About 50,000 kilowatts. 

Senator Neupercer. Is that firm power ? 

Mr. Macuorp. That is subject to withdrawal upon notice to us. It 
is firm as to classification and as to price. 

Senator Neupercer. It is firm power, not interruptible. 

Mr. Macuorp. Not interruptible. It can be withdrawn by notice 
to us. 

Senator Neusercer. Do you have any objection to the withdrawal 
clause ¢ 

Mr. Macuo.p. No, sir. We have signed that contract. 

Senator Neusercer. And you still think that on the basis of pur- 
chasing that St. Lawrence power that you can service your customers 
with it and the existence of the withdrawal clause between you and 
the power authority does not disturb your company’s operation ? 

Mr. Macuotp. We think not because of the size of our operation and 
because the 115,000 kilowatts is firm until 1985. 

Senator Nevsercer. Would your company have an objection, if 
after 1971 there were a withdrawal clause in the power reservation set 
aside for you in the Ives-Javits bill ? 

Mr. Macnoip. We would have if it was applicable to the entire 
block of power. But we would have no objection to a withdrawal 
clause as to a portion of the power. 

Senator Neupercer. You would have no objection to a withdrawal 
clause-—— 

Mr. Macnorp. Under the same theory that is applied in the St. Law- 
rence contract. 

Senator Nevsercer. Thank you. Those are all the questions that I 
have. 

Mr. Macnoip. Were you talking about the 445,000 kilowatts? 

Senator Newnercer. I was talking about the 445,000, 
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Mr. Macuotp. Then I misunderstood you. 

Senator Neupercer. So that we may be straight, I referred to the 
reservation which is set aside for the Niagara Mohawk Corp. in the 
Ives-Javits bill, S. 1037, of 445,000 kilowatts. I am sorry if I didn’t 
make myself clear to you. 

Mr. Macuoip. We would have an objection, and for this reason: 
The 445,000 kilowatts is to be utilized for the benefit primarily of 
these industries who have enjoyed over the years the benefits of the 
development at Niagara and have expended many millions of dollars 
there, and came there originally because of the power available at the 
price it was available. 

They are expanding and growing industries, and if we are going 
to undertake to serve them on a basis that continues their interest in 
Niagara Falls as a location for operation and for expansion, we can’t 
interest them, in my opinion, in any substantial expansion program 
on the basis of a supply of power which can be withdrawn. 

Senator Neugercer. But the fact that there is a withdrawal clause 
in the St. Lawrence contract is not a disturbing situation to you? 

Mr. Macuorp. That’s right. It would not be in the Niagara situa- 
tion as to power allocated to us in excess of the 445,000. I think 
Chairman Moses testified yesterday there were some 730,000 kilowatts 
which had been—his temporary plans—allocated to distribution com- 
panies. As to that allocation we would have no objection to the with- 
drawal clause as to a portion of it. 

Senator Neunercer. Mr. Machold, what did your legal advisers 
counsel you after the rockslide destroyed—I think you said in your 
written statement which I perused—I think you said the rockslide de- 
stroyed about two-thirds of the Shoellkopf plant ? 

Mr. Macnoxp. Yes. 

Senator Nevsercer. What did your legal counsel advise you with 
respect to both the company’s rights and obligations under its license 
with the Federal Power Commission? Did they advise you or not 
that you had to rebuild the plant in order to continue your claim to 
the water ? 

Mr. Macnoxp. We are rebuilding station 3-A. The Shoellkopf 

lant was constructed in three sections, known as stations 3—A, B, and 
C—365,000 kilowatts of capacity; 104,000 kilowatts of that capacity 
was in station 3-A. Station 3—A was not totally destroyed. Stations 
3-B and 3-C were shoved into the river, so to speak. 

Shortly after, within a week after the Shoellkopf catastrophe, we 
started consideration of this very proposal that is now before this 
committee in the form of the Javits-Ives bill, which was first reduced 
to writing—application of the power authority made to the Federal 
Power Commission for a license for the Niagara development, which 
is the subject of an appeal in the courts. 

We determined as soon as we could, as soon as the engineers could 
examine the plant, that we were justified in immediately proceeding 
with the rehabilitation of station 3-A. In the light of the discussions 
and possibility of a resolving of the whole Niagara problem, and the 
fact that this water could be utilized at the higher head in the over- 
all development, we have held in abeyance a final decision as to sta- 
tions 3—-B and 3-C, although I must say to you in frankness that I 
doubt that we will decide to rebuild them. 
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Senator Neuspercer. The point I am getting at, Mr. Machold, is 
this: Suppose this agreement with the power authority and this leg- 
islation were not pending. According to the advice of your legal 
staff, wouldn’t the company have had to rebuild those stations and 
those f ‘acilities to continue your right to the water under the license? 

Mr. Macuotp. There is a provision in the license, and in the regu- 
lations of the Federal Power Commission, as I understand it, which 
requires the licensee to maintain the facility through which they use 
a specified amount of water in operating condition. Just when the 
Federal Power Commission might move to cancel some portion of 
that license under those circumstances, I can’t tell you. But there 
is that provision in the regulations. 

Senator Nevsercer. In other words, if this agreement were not 
pending, under which you would get this power reservation from the 
New York Power Authority and in return for which you would sur- 
render your rights to the water—if this were not pending you would 
have had to rebuild those facilities in order to— 

Mr. Macuotp. I don’t know that we would have had to rebuild 
them by now. But we would have to make a decision sometime very 
shortly. 

Senator Nevsercer. Within a reasonable time—we have used that 
term “reasonable time” a good deal here; at least reasonable in other 
discussions—within a reasonable time you would have had to provide 
rebuilt facilities for using that amount of water if you were to con- 
tinue your rights under the license to that water. Is that correet or 
is that false? 

Mr. Macuorp. No, that is the way I understand it. 

Senator Neupercer. Is that correct ¢ 

Mr. Macuoxp. Yes. 

Senator Neusercer. Senator Carroll, do you have any questions? 

Senator Carroiu. Just one or two, Mr. Chairman. 

As a result of this rockslide—those are two of your criticisms of 
S. 512 because it makes no provision for the emergency created by 
the rockslide 

Mr. Macnuorp. That’s right. 

Senator Carrot. Was your output prior to the rockslide to be 
taken care of by the 445,000 kilowatts ? 

Mr. Macnonp. Just a replacement. 

Senator Carrot. Is it anticipated that that replacement will per- 
mit you to sell power at about the same rate or at a higher rate? 

Mr. Macuorp. I doubt it will be at the same rate. It will be at a 
higher rate. How much higher I can’t tell you. I think it would be 
in excess probably of 4 mills. 

Senator Carroti. What was your total output before the rockslide ? 

Mr. Macnorp. In kilowatt-hours ? 

Senator Carroiu. In kilowatt-hours. 

Mr. Macnorp. About 3 billion. 

Senator Carrott. And I note here that you are going ahead with 
some building around Buffalo; you commence construction on two 
more units in the Dunkirk plant south of Buffalo, and according to 
your statement, “We expect to have a market for 800,000 kilow atts of 
capacity.” 

Mr. Macuorp. Yes, sir. By 1959. 
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Senator Carrot. That is in addition to what is to be produced by 
this Niagara project ? 

Mr. Macnorp. That is correct. 

Senator Carrot. What will be your total output then in New York 
of your corporation ¢ 

Mr. Macnoxrp. In kilowatt-hours? 

Senator Carroxti. In kilowatt-hours. 

Mr? Macnow. Last-year our total resources were about 16.5 billion. 
It will be up around in excess of 20 billion kilowatt-hours. 

Senator CarroLt. Now, I will go back to the original question. Are 
you sure now that this 445,000 kilowatts represents a mere replace- 
ment ? 

Mr. Macuorp. Yes, sir. 

Senator Carroni.. That is all, Mr. Chairman. 

Senator Neupercer. That is all, Mr. Machold. Thank you very 
much. 

The next witness I am taking out of order because he has only a 
1-minute statement—a page and a fifth—and he has told me that his 
statement applies directly on the water reservation of the Niagara 
Mohawk Corp. Mr. Ralph W. Kittle, representing the International 


Paper Co. 


STATEMENT OF RALPH W. KITTLE, REPRESENTING THE 
INTERNATIONAL PAPER CO. 


Mr. Kirrie. My name is Ralph W. Kittle. I am a member of the 
legal department of the International Paper Co., of 220 East 42d 
Street, New York City. I would like to make a very brief statement 
on behalf of International Paper Co. 

The bill, S. 1037, provides in effect. for a 445,000 kilowatt. power 
contract to Niagara Mohawk Power Corp. in consideration of its sur- 
render of the right to divert water. The bill refers to 19,725 cubic feet 
per second as water which Niagara Mohawk is entitled to use until 
1971 and utilizes that water as the measure of the power to be sold to 
Niagara Mohawk. What the bill does not say and what no one.seems 
to have told this committee is that this basic block of 19,725 cubic feet 
per second actually includes 730 cubic feet per second to which Inter- 
national Paper Co. has a prior right. Niagara Mohawk has been 
using this water under an agreement between the two companies but 
pays International a substantial sum of money annually for the right 
todoso. International has made no agreement to surrender its rights 
and we believe that should be brought to the attention of this com- 
mittee at this time. 

The validity of International's rights has twice been upheld by the 
United States Supreme Court. The cases are /nternational Paper 
Vo, v. United States, 282 U.S. 399, and FPC v. Niagara Mohawk 
Power Corp., 347 U.S. 239. 

The exact effect on these rights of the bills now before this committee 
and the development which they contemplate is not certain. 

We respectfully request permission to file a memorandum dealing 
with International Paper Co.'s interests at Niagara after we have had 
an opportunity to give the matter further study and consideration. 

Senator Neusercer. Thank you very much, Mr. Kittle. 

Senator Carroll ? 
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‘Senator Carrott. Mr. Chairman, in view of this statement I wonder 


if the Niagara Mohawk officials have left the committee room. 


Mr. Machold? Is he here, and his counsel ? 

Mr. Macuoxp. Yes, sir. 

Senator Carroti. I would like to interrogate you on this point. 

Senator Neupercer. Would you come forward, Mr. Machold, with 
your legal representative? And would the other gentleman identify 
himself by name and position for the benefit of the clerk? 

Mr. Martin. Iam Lauman Martin. I am vice president and gen- 


eral counsel of Niagara Mohawk. 


Senator Neusercer. Thank you. 

Senator Carroty. You gentlemen heard the statement of Mr. Kittle. 

Mr. Martin. We have, sir. 

Senator Carrott. What have you got to say about it? 

Mr. Martin. To put it very briefly, in my opinion the International 
Paper Co. has a very doubtful right to assert in respect of the prospec- 
tive licensing operation which this proposed lapialakien would cover. 
We have a contractual arrangement with the International Paper Co., 
the details of which I certainly do not carry in my mind, but I am per- 
fectly confident—and I have given some consideration to this general 
problem—that the legislation here under consideration will not be 
impeded or perturbed in any way by the alleged claim of the Interna- 
tional Paper Co. 

There may be, in the end result—should there be a new development 
after we surrender the water we are now using to that new develop- 
ment—a difference of opinion between us and the International Paper 
Co., which may result in a claim by them against us for damages. 
But I don’t see that that question, which will have to be resolved some- 
time, can interfere in any way with the legislation that you have under 
consideration. 

Senator Carrot. What is the nature of the contract that you have 
with the International Paper Co. with reference to this 730 cubic feet 
per second ? 

Mr. Martin. Years ago—and this is back about 1890, as I recall it, 
in that period—the original Niagara Falls Power Co. leased to the 
International Paper Co. who occupied property adjoining the Adams 
station, the right to utilize for power purposes from our diversion 
works an aggregate of 730 cubic feet per second. When the final 
development was made, we reacquired the use of that water in our 
own powerplant, rather than having the International Paper Co. 
use that small portion in a separate plant. And as Mr. Kittle has 
said, we have been paying, a so-called rental charge I think would be 
the term, for the use of that water. 

Senator Carroty. Then your contract, the basis of your contract is 
a rental charge? 

Mr. Marttn. I think that is a fair interpretation. 

Senator Carrotu. What is the duration of that contract? How 
long will it run ? 

Mr. Martrn. I frankly don’t recall. We can supply that informa- 
tion. I can’t tell you. 

Senator Carroti. Mr. Kittle, how long has that contract to run? 

Mr. Kirrie. I am sorry, I don’t know. I don’t have that informa- 
tion here. I was called on rather unexpectedly to make this state- 

91898—57——13 
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ment because of the fact. that there was a specific reservation fo1 
furnishing power to Niagara Mohawk, and we didn’t know where we 
were going to be left with this deal. 

Senator Carrouu. Is this a monetary rental consideration ? 

Mr. Kirtte. Yes, sir. 

Senator Carrouu. That is the basis of the contract. You are not 
using the water ¢ 

Mr. Krrrix. No, sir. 

Senator Carrott. What you are doing is leasing out whatever 
right you had to the use of that water to Niagara Mohawk, is that 
right ¢ 

Mr. Krrrie. That is the way I understand it. But we do have a 
substantial right to it, or naturally Niagara Mohawk wouldn’t pay us 
a substantial sum for it. 

Senator Carrotu. I don’t question that for 1 minute. I am trying 
to find out what the nature and the basis of the contract is. But 
it is under a leasing arrangement for which you receive some money / 

Mr. Kirriz. I believe that is correct. 

Senator Carrott. You have heard some testimony by the New 
York State Authority, and what they propose to do ‘if this bill be- 
comes law. Do you have an opinion as to how that will affect your 
rights ? 

Mr. Kirtie. No, sir. We are making a hurried study of that right 
now. There is nothing specifically providing for our rights, and 
perhaps we will ask that. some specific provision be made. But I 
don’t know until our study is complete. 

Senator Carrott. What is the termination date of your rights, if 
vou know ? 

Mr. Krrrre. I don’t know, sir. 

Senator Carrot. Have you ever attempted to negotiate with the 
New York State Authority ¢ 

Mr. Kirriz. We have had one conference with their counsel, and 
we have had one conference with the counsel for the Niagara Mo- 
hawk, as I understand it. 

Senator Carrott. May I now, Mr. Chairman, go back to the 
attorney, Mr. Martin. 

Do you consider that by virtue of this leasing arrangement—and I 
think the testimony shows that Niagara Mohawk is paying money— 
do you consider that the International Paper Co. has a vested right in 
this leasing arrangement ? 

Mr. Martin. I would be inclined to say that I do not believe they 
have a vested right under the contract. I think there are substantial 
legal questions, that its ultimate legal termination—— 

‘Senator Carroiti. But you are presently paying the money. 

Mr. Martin. We are paying the money, and we have been for a 

great number of years. 

Senator Carroti. You are paying the money based upon a legal 
right, are you not? 

Mr. Martin. As we have interpreted it today, yes. 

Senator Carroti. Therefore, if it is a legal right upon which you 
are paying money they have a vested interest, do they not? 

Mr. Martin. They so assert. 

Mr. Kirrix. Sir, may I—— 
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Senator Carrouy. May I just finish this question. Not only do 
they assert, but you are paying them for it. 

Mr. Martin. Yes, sir, no doubt about that. 

Senator CarRo... And under this legislation will that vested right 


be damaged 4 
Mr. Martin. So far as International Paper is concerned, I think it 


will be. 

Senator CarroLi. Now, Mr. Kittle? 

Mr. Krrrie. As our statement says, our valid rights have been up- 
held twice by the United States Supreme Court in these cases. 

Senator Carrot. If I may, with the permission of the Chairman, 
suggest, Mr. Kittle, that what you ought to do is to analyze this care- 
fully and get your memorandum in to the committee so that the com- 
mittee can consider it. But whether we can give you the protection 
under a bill—that is a sort of a private right—whether we can pro- 
tect a leasing arr henge is something that I cer tainly am not pre- 
pared to assure you \ of, « ‘to comment on, except that you ought to 
make a full sanesutadions' 

Mr. Chairman, I ask unanimous consent at this time that if you 
file such a brief with the committee, we will insert it in the record at 
this point. 

Senator Neunercer. Without objection it is ordered. 

Mr. Macnotp. Should that brief be made available to us, too / 

Senator Carroti. I think it would be advisable. If you desire to 
respond to that, we will also put that in the record. 

Senator Neusnercer. Without objection. 
(The information referred to is as follows :) 


STATEMENT REGARDING INTERNATIONAL PAPER COMPANY’S WATER RIGHTS AT 
NIAGARA FALLS 


At the meeting of the subcommittee on April 11, 1957, held for the purpose 
of considering Senate bills 512 and 1037 to authorize construction of certain 
works of improvement in the Niagara River for power and other purposes, the 
undersigned International Paper Co. made request for and was granted per- 
mission to file with the subcommittee this memorandum relating to its water 
rights at Niagara Falls. 

These rights arose from conveyances by the Niagara Falls Power Co., a prede- 
cessor of Niagara Mohawk Power Corp., incorporated in 1886 by special act of 
the New York Legislature for the purpose of constructing, maintaining and 
operating an hydraulic power project at Niagara Falls. 

The power company’s development involved the construction of an intake 
canal at a location above the falls, the excavation of wheelpits adjacent to the 
canal, and the construction of a discharge tunnel extending from the bottom 
of the wheelpits under the city of Niagara Falls to a point below the falls. 

Incident to the construction of its power development, the power company 
purchased extensive tracts of land in the vicinity which it sold or leased to 
industrial consumers. One of those tracts was a parcel on the bank of the 
Niagara River downstream from and adjacent to the intake canal. By deed 
of March 7, 1896, this tract, comprising approximately 11.75 acres of land and 
land under water, was conveyed by the power company to Niagara Falls Paper 
Co. together with the right to take and use water in an amount sufficient to 
develop 3,000 horsepower. The paper company was to have and hold the 
granted premises “forever” subject to the payment of an annual rental of 
$24,000 to the power company “for the right to take, develop and use upon 
the premises hereby granted, water and water power” sufficient to produce 
3,000 horsepower. 

At the same time, the parties executed a lease whereby the power company 
granted the paper company the right to take and discharge additional water. 
For this “additional right, to take, use, discharge and develop water and water 
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power,” the paper company agreed to pay rent at the rate of $10 per horsepower 
per year. 

The land and water rights covered by the deed and lease of March 7, 1896, 
were conveyed by Niagara Falls Paper Co. to International Paper Co. in 1898 
with the consent of the power company. In giving its consent, the power 
company agreed that International Paper Co. could renew the lease for ‘so 
long as the corporate existence of [the power company] shall be renewed and 
continued.” 

International Paper Co. continued the diversion and utilization of water 
pursuant to these instruments, and in the winter of 1917-1918 was taking and 
using from the power company’s intake canal an aggregate amount of water 
sufficient to develop 8,156.2 horsepower, equivalent to approximately 730 cubic 
feet per second of water, at an annual rental of $75,562. At this time, the 
Secretary of War requisitioned the entire power output of the plants at 
Niagara Falls, and required the power company to utilize through its own 
works and machinery the 730 cubic feet per second of water theretofore diverted 
by International Paper Co. For this seizure of its water rights—deriving from 
the agreements outlined above—International Paper Co. claimed compensation. 
In sustaining that claim, the Supreme Court characterized the paper company’s 
right to divert water as “a right that by the law of New York was a corporeal 
hereditament and real estate.” (International Paper Company v. United 
States, 282 U. 8. 399, 485 (1931) .) 

In 1919, the power company and International Paper Co. entered into an 
agreement by which the paper company in effect leased back to the power 
company the right to use the paper company’s water rights. Under the agree- 
ment the paper company granted and released to Niagara Mohawk its right 
to divert water under the 1896 deed and lease “so long as lessor (i. e., Niagara 
Mohawk) shall continue to divert or shall be entitled to divert water from the 
Niagara River for use in the development of power * * *.” The agreement 
requires Niagara Mohawk to pay a “fair and reasonable annual use or rental 
value” for this grant and release, which has amounted to $99,000 per year 
since 1937. 

It is the 1919 agreement, as amended in 1937, which presently governs the 
use by Niagara-Mohwak of the water rights created by the 1896 deed and lease. 

The 1919 agreement was in force on March 2, 1921, when the Federal Power 
Commission issued a 50-year license under the Federal Power Act to the power 
company for project 16. Article 13 of that license states in part: 

“13. In the event that the United States or a new licensee shall take over the 
project of the licensee pursuant to the provisions of the act, 
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Such taking over of the project shall also be subject * * * to the rights, if 
any, of International Paper Co.” 

The United States Supreme Court again considered the validity of these water 
rights in 1954, in Federal Power Commission v. Niagara-Mohwak Power Corp., 
347 U. 8. 239. This litigation arose by reason of an order of the Federal Power 
Commission disallowing Niagara-Mohawk’s deduction of these $99,000 payments 
as an operating expense for the purposes of computing an amortization reserve 
required under the Federal Power Act. The basis for this disallowance was that 
the passage of the Federal Power Act had destroyed private water rights in 
navigable waters of the United States, that the right to use water from navi- 
gable rivers was granted to a licensee under the Federal Power Act by the issu- 
ance of a license, and that a licensee could not, therefore, deduct as an operating 
expense a payment for water rights which it owned by virtue of the Federal 
license. The Supreme Court rejected this contention. It concluded that the 
Federal Power Act clearly was not intended to destroy private water rights and 
that the International Paper Co.’s rights were valid and existing property rights 
under New York law. 

We are grateful for this opportunity to present the facts relating to Interna- 
tional Paper Co.’s water rights at Niagara Falls. In view of the complexity of 
the situation, we are studying further and are planning to discuss with the 
parties involved the relationship of our water rights to the proposed redevelop- 
ment project. Depending upon developments, we may later ask leave to file a 
further statement. 
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SUGGESTED AMENDMENTS TO 8. 10387, 85TH CONGRESS, 1ST SESSION 
(Italic denotes additions) 


Section 1. The Congress hereby finds and declares— 
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(d) that the licensee of project 16 is entitled to use nineteen thousand seven 
hundred and twenty-five cubie feet per second of the United States shares of 
the waters until 1971 (which includes certain water rights in respect of which 
the licensee of project 16 has been making and is obligated to make specified 
payments to International Paper Company pursuant to agreements dated March 
1, 1919 and August 1, 1937) and to use a further twelve thousand seven hundred 
and seventy-five cubic feet per second until further order of the Commission ; 

Sec. 3. The Federal Power Commission shall include among the conditions of 
the license issued under section 2— 
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(ec) a provision requiring the licensee to contract, with the approval of the 
Governor of the State of New York, pursuant to the procedure established by 
New York law, to sell to the licensee of project 16 for a period ending on the 
final maturity date of the bonds initially issued to finance the project works 
herein specifically authorized, four hundred and forty-five thousand kilowatts 
of power, which is equivalent to the amount produced by project 16 prior to June 
7, 1956, for the same general purposes for which power from project 16 was 
utilized and in order to restore as nearly as possible low power costs: Provided, 
That the licensee of project 16 consents to the surrender of its license at the 
completion of the construction of such project works upon terms agreed to by both 
licensees and approved by the Federal Power Commission which shall include 
the following: (i) the licensee of project 16 shall waive and release any claim for 
compensation or damages from the Power Authority of the State of New York or 
the State of New York except just compensation for tangible property and 
rights-of-way actually taken, (ii) without limiting the generality of the forego- 
ing, the licensee of project 16 shall waive all claims to compensation or damages 
based upon loss of or damage to riparian rights, diversionary rights or other 
rights relating to the diversion or use of water, whether founded on legislative 
grant or otherwise; and Provided Further, That prior to the surrender of its 
license, the licensee of project 16 shall have compensated International Paper 
Company in respect of the latter’s water rights which are the subject matter of 
agreements between the licensee of project 16 and International Paper Company 
dated March 1, 1919 and August 1, 1987, and International Paper Company shall 
have waived and released any claims for compensation or damages from the 
Power Authority of the State of New York or the State of New York or the 
licensee of project 16 in respect of said seven hundred and thirty cubic feet per 
second of water, including without limiting the generality of the foregoing all 
claims for compensation or damages based upon loss of or damage to riparian 
rights, discretionary rights or other rights relating to the diversion or use of said 
seven hundred and thirty cubic feet per second of water, whether founded on 
legislative grant or otherwise. 

Mr. Krirriz. We are concerned that while major rights are being 
protected, ours is a small right, but we, if we could, would like to see 
that protected as well. 

Senator Carrotit. What is the basis of your right? Did it come 
originally from a leasing contract? 

Mr. Krrrie. And I believe some came—I am not well versed enough 
on that, Tam afraid, sir, to give you an accurate answer. 

Senator Carrott. You can come right to the point. I should say 
the basis of your right, the duration of it, the nature of it, is it a 
tangible right or intangible, and if you can give us all that informa- 
tion, we will consider it. 

Mr. Kirrtz. Thank you. 

Senator Neusercer. I would like to ask Mr. Martin one question. 

Do you think, Mr. Martin, that any prospective litigation with the 
International Paper Co. would threaten the reservation clause set. up 
for Niagara-Mohawk in the Ives-Javits bill ? 





194 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


Mr. Martin. I do mata 

Senator Nevsercer. But you were here yesterday when Mr. Moses 
told the committee that he felt that the prospective litigation with 
Niagara-Mohawk, if the reservation were not granted, might threaten 
the ability of the power authority to sell its bonds. You were here 
then, weren’t you ? 

Mr. Martin. Yes, sir. 

Senator Neusercer. Those are all the questions that I have. 

Senator Carrotu. That leads me to another question. 

Is your power company so adamant in its position on this preference 
clause that you would resist this program if this committee insisted 
upon it? You know that some time ago, last year, the Senate passed 
a bill and in that bill—in May of 1956, less than a year ago—the vote 
on that was 48 to 39, and there was not the provision in the bill that 
seemed to be desirable by the Niagara Mohawk. Suppose the Senate 
should decide to pass the same bill that it passed last year. Would 
you resist such a bill ? 

Mr. Macuoxp. I wouldn’t have anything to say 

Senator Carroty. Assuming it would give Niagara—there is this 
intervening emergency that has happened in the rock slide—assum- 
ing that that objection is taken care of 

Mr. Macuo tp. I assume you are speaking of the amendment offered 
by Senator Javits this morning? 

Senator Carroti. That is one. We don’t know whether the com- 
mittee will accept that or not. 

Mr. Macuorp. Assuming that that amendment is not at variance 
with the State Power Authority Act, as I assume it isn’t or Senator 
Javits wouldn’t have proposed it, apparently in his opinion that 
amendment is not so at variance with the Power Authority Act as the 
so-called preference clause is—that the power authority could accept 
the license and could proceed with the development of the Niagara, 
we would certainly be in favor of it. 

Senator Carroty. Let me put the question more bluntly. Suppose 
the preference clause which was included in the bill of last year was 
reenacted in this bill, would the Niagara Mohawk Power Co. contem- 
plate litigation? That is the purpose of my question. 

Mr. Macuorp. I don’t think so. 

Senator Carroty. Thank you. 

Senator Neusercer. Thank you very much, Mr. Kittle, and gentle- 
men. 

We will stand in recess until 2 o’clock today. 

(Thereupon, at 12:16 p. m., the committee adjourned, to reconvene 
at 2 o’clock p. m., this day.) 


AFTERNOON SESSION 


Senator Kerr. Mr. Ginna will be our next witness. 
Sit right down and make yourself at home. 


STATEMENT OF ROBERT E. GINNA, PRESIDENT, ROCHESTER GAS 
& ELECTRIC CORP. 


Mr. Grnna. Before I begin, Mr. Chairman, Mr. Machold would 
like to clear up something that was left at the end of this morning’s 
session. So if I may I would like to step aside and let him make a 
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‘very brief statement with respect to some testimony. He was the 
last witness this morning. 


FURTHER STATEMENT OF EARL J. MACHOLD, PRESIDENT, 
NIAGARA MOHAWK CORP. 


Mr. Macuotp. Thank you, Mr. Chairman. 

This morning, when I testified, the last question that was asked me 
was asked by Senator Carroll. I have been told by some of my asso- 
ciates during the lunch hour the impression received from my answer 
‘was that there might not be any litigation as a result of the so-called 
Federal preference clause in any bill which might be finally approved 
by the Congress in this Niagara matter. 

If I left that impression I am sorry. I want to make it clear that 
I think there would be if the New York State Power Authority ac- 
cepted a license under those circumstances and acceded to the pro- 
visions of the Federal preference clause, as has been previously 
testified by the other witnesses. 

Senator Kerr. You think there would be what? 

Mr. Macuorp. Litigation. 

Senator Kerr. By whom? 

Mr. Macuo rp. It might be by the private companies, it might be 
by interested taxpayers. I don’t know. 

Senator Kerr. By your company ? 

Mr. Macnotp. I think we would consider it very seriously. 

Senator Kerr. Are you telling the committee that if the Congress 
passes authorization for the New York Power Authority to build a 
facility there, and has any language in it with reference to the pref- 
erence to municipalities and REA’s, that your company will likely 
litigate that? 

Mr. Macuorp. No, sir. 

Senator Kerr. Then I don’t understand what it is you are trying 
to tell me. 

Mr. Macuorp. [ think the import of the answer that I made this 
morning was that the so-called Federal preference clause, as compared 
to the clause in the Ives-Javits bill, or the so-called provision that 
Senator Javits suggested this morning in the hearing, as far as that 
provision is concerned we accept it. We think that it does comply 
with the New York State law. 

Senator Kerr. Are you then telling us that if we put a provision in 
there that did not comply entirely with the existing laws of the State 
of New York, then it would be your judgment that it would be litigated 
by your company and others? 

Mr. Macnorp. That is my judgment, sir. 

Senator Kerr. And you are sorry you didn’t tell them that this 
morning; is that what you said ? 

Mr. Macuoxp. I am sorry if I left the wrong impression. 

Senator Kerr. It reminds me a little of the boy who was going to 
see the daughter of a neighboring farmer and had to pass somebody 
else’s house, and there was a dog there that seemed to interfere with 
his progress. He shot at it with a .22 rifle and wounded it greviously, 
but the dog lived. But the owner of it wanted to prosecute the boy. 
The neighbors finally prevailed upon him to give the boy an oppor- 
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tunity to apologize, in which event he wouldn’t prosecute him. So one 
Friday night they got together—the patrons of the school—the boy 
was given the opportunity to apologize and he rose and said, “The: 
other night on the way to see my girl this dog of our neighbors ran at 
me and I shot it and hit it, but it didn’t kill him. I am awfully sorry. 
I won’t let it happen again.” 

Do you have anything else ? 

Mr. Macuotp. That is all, sir. 

Senator Kerr. I want to say to you that in my judgment if Con- 
gress decided to put an additional provision in the bill they would feel 
that they were probably prepared for the impact of the suit that you 
think you might bring. 

Mr. Macon. Thank you, sir. 

Senator Gorse. Mr. Chairman, may I ask the gentleman a question ? 

Senator Kerr. Yes. 

Senator Gorz. Do you mean this as the conveyance of a threat to this 
committee that unless it passes a bill having to do with the waters of 
the United States satisfactory to you and your company and those 
associated with you, then you will undertake, by every legal means 
available to you, to prevent its development for the benefit of the 
people of New York and surrounding area? 

r. Macnotp. No, sir; I don’t mean that at all. 

Senator Gore. Just what do you mean ? 

Senator Kerr. Just how much short of that is your statement ? 

Mr. Macuorp. Chairman Moses of the New York State Power 
Authority, all of the witnesses who have appeared here, Senator Javits, 
and so forth, contend that the project cannot be financed with the 


Federal preference clause—— 
Senator Gorn. I didn’t ask you what Senator Javits or Mr. Moses 
said. I asked you what you implied by serving notice on this com- 


mittee that if they didn’t report a bill satisfactory to you, your com- 
pany and perhaps others would enter litigation to prevent its develop- 
ment. 

Mr. Macuoxp. I didn’t say that, sir. I said I agreed with the testi- 
mony of Chairman Moses that there very possibly could be litigation 
in connection with this Federal preference clause if it did not conform 
with the preference provisions of the New York State law. 

Senator Gore. And if the bill which Congress passes is not satisfac- 
tory to you, then you are advising this committee that your company 
and others will prevent the development of the project in accordance 
therewith if it is legally possible to do so? 

Mr. Macuotp. We will have to very seriously consider the question 
of litigating the situation. 

Senator Gore. You would seriously consider, then, the interposi- 
tion of a special claim of your company to this natural resource as 
against the welfare of the whole people and the benefits derived from 
its development ? 

Mr. Macuotp. Sir, I am only talking about the conformity of this 
so-called preference provision in relation to the similar provisions in 
the New York State statute which created the New York State Power 
Authority. 

Senator Gore. Mr. Chairman, I think the gentleman has made his 
position plain. 
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Senator Kerr. I will ask him one more question since that has 
«leveloped. 

What would be the position of your company if Congress passed a 
Jaw authorizing the construction of this project as a Federal project? 

Mr. Macnowp. In my opinion that would be it, if they did it. 

Senator Kerr. What would be the reaction of your company if 
Congress doesn’t pass any law at all? 

Mr. Macuoxp. I think it would be a catastrophe as to New York. 

Senator Kerr. It seems to me now—and I want you to have the 
opportunity to make yourself clear if I misinterpret your remarks— 
that while you recognize the authority and power of the Congress to 
pass a bill to construct the Federal project there, which would have 
the full preference clause applicable to all Federal projects, and 
while you feel that if we didn’t pass any law at all it would be a 
‘catastrophe, are you telling us that if we make every effort we can 
as men of good will and reasonable attitude to pass a bill permitting 
the New York State Authority to construct this project, feeling that 
by so doing we are recognizing the rights of the State of New York 
as we feel we should and at the same time making it possible to de- 
velop this power for the people and the economy of the area, still if 
we depart one pot or one tittle from the provisions of the New York 
State law with reference to the preference, that your company would be 





disposed to do what it could to prevent the construction of the 


project under that circumstance ? 

Mr. Macnworp. I don’t think I said that, sir. 

Senator Kerr. T say if I have misinterpreted you then I would 
want you to clarify your position if you care to. 

Mr. Macnor. I think we would have to consider the whole prob- 
lem, we would have to consider it in the light of whatever the position 
of the power authority was at that time, whether or not it was 
possible to finance it and so forth. 

Senator Kerr. You are with what company / 

Mr. Mactioup. Niagara Mohawk Power Corp. 

Senator Kerr. Then you are interested in not only having the right 
to get the amount of power from the New York Power Authority if 
they build this overall project which you would get if your own proj- 
ect. there were reconstructed for the duration of the time for which 
you have a license from the Federal Power Commission, but you 
are also interested in telling the Congress of the United States and 
the State Authority of New York what they can or cannot do with 
reference to the power over and beyond that which will replace the 
power you can no longer generate ? 

Mr. Macnotp. I don’t think that is so, sir. 

Senator Kerr. Then to what degree have I exaggerated? 

Mr. Macnor. I agree with the testimony that Chairman Moses 
gave here yesterday about the whole situation in western New York. 

Senator Kerr. Is Chairman Moses here? 

Mr. Moore. No, sir. 

Senator Krrr. Are any of his associates who were here with him 
vesterday here? 

Mr. Moors. Yes, sir. 

Senator Kerr. Who is it that is authorized to speak for him? 

Mr. Moorr. I don’t think anybody is. I will be glad to answer any 
questions that you care to ask. 
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Senator Kerr. You are the man who was proud of certain ancestry 
and then didn’t know whether to take it too far or not. (Laughter. 

Mr. Moore. I didn’t take the fifth amendment. 

Senator Kerr. Let me see if you understood the chairman yesterday 
as I did; that he felt that there was an area of compromise somewhere: 
in the field between the language of the Ives-Javits bill and the lan- 
guage of the Clark bill. 

Mr. Moore. I think that is true. I am sure that is true. 

Senator Kerr. If I understand the gentleman who now is testifying,. 
he indicates that there is no area between the language of the two bills 
for compromise or that would be such as his company could contem- 
plate without recourse to the courts. 

I would like for this witness to answer that. 

Mr. Macuorp. I am sorry if I gave you that impression, sir. I think 
there is perhaps an area of compromise. From a very quick reading of 
the suggestion made at the hearing this morning I think maybe that is 
a fair position of compromise. 

ne oorE. Mr, Chairman, may I tell you what I think Mr. Moses 
said { 

Senator Kerr. Yes. 

Mr. Moore. He said, as I understand it, that if an absolute prefer- 
ence bill were passed by the Congress, there is at least a very serious 
question as to whether or not it is in conflict with New York law. The 
importance of the conflict with New York 

nator Kerr. I don’t 

Mr. Moore. Let me answer. The importance of the conflict with 
New York law is important for one reason, not because it inhibits the 
power of nares at all, but because it inhibits the power of the power 
authority. e power authority is the creature of New York law. 
It is a public corporation, established by the laws of the State of New 
York. It has only such rights and authority and power as the law of 
the State of New York gives them. 

We can accept a license from the Federal Power Commission or from 
the Congress only if the power act which creates it—that is, the State 
power act—allows it. Mr. Moses’ idea is that if a law is passed which 
conflicts violently with the State law which established the power 
authority, then there are those who may say the power authority has 
not the right to accept the license. Not that Congress hasn’t the right 
to give it a license but that the State power authority hasn’t the right 
to accept it. 

Therefore, a strong likelihood—and I am sure it can happen—is that 
somebody can go to the State courts and say to the State courts—not the 
Federal courts—this creature does not have the right to accept the 
license. And the State courts can tell us whether we can or not. 

Then it was suggested that the State legislature be asked to change 
the State law to make the State law conform to this Federal preference. 
Now we are told that that could not happen, that the State legislature: 
would not change the State law to conform to absolute Federal 
preference. 

On the other hand, he agreed 100 percent with you that there 
certainly is a ground of compromise, and I am sure there is. 

Senator Kerr. Let me see if I understand what you mean and if it 
conforms with what I think Mr. Moses told us yesterday. 
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He said he didn’t feel that they could accept a license under the 
law authorizing it which directed that it have—what kind of pref- 
erence ? 

Mr. Moorz. Absolute preference. 

Senator Kerr. If I understood his meaning of that term, it would 
be a preference which would be unlimited and subject. to operation 
against any amount of that power that might be called on regardless 
of the fact that in the meantime it had been committed elsewhere. 
I didn’t understand him to say that he couldn’t accept a license if 
there was a definite preference clause in it with reference to a limited 
amount of power. 

Mr. Moore. I think that is substantially correct, sur. I think that 
is substantially correct. Of course, there are various other elements 
in the thing. 

Senator Kerr. I understand. 

Mr. Moore. For example, geographical limitations. 

Senator Kerr. In fact his own testimony was that he anticipated 
the reserving of 400,000 kilowatts. 

Mr. Moors. Four hundred twenty-five thousand. From Niagara 
325,000 and 100,000 from St. Lawrence. 

Senator Kerr. And even if in the meantime it had been temporarily 
committed elsewhere, that amount of power if committed would be 
subject to recall in the event that preference was exercised by munic- 
ipalitien or electric cooperatives within an area of economic trans- 
mission. 

Mr. Moore. That’s right. I don’t think Mr. Machold has con- 
tradicted that at all. I think all he has said is that he thinks that if 
the other contingency occurred, that is, if there were complete absolute 
preference bill without limitation of any kind or character, the stand- 
ard Federal preference bill were passed, that there would likely be 
litigation. 

As our bond counsel said yesterday, during the pendency of litiga- 
tion or threat of litigation, this power authority which has no backing 
of any governmental kind—has nothing behind its bonds except reve- 
nue—would not be in a position to go out and sell them. You can’t 
borrow money if there is a cloud over the title of the license. 

Senator Kerr. I recognize that and I think every man on this 
committee recognizes that. But I don’t believe that that is at all 
consistent with what the witness has told us. 

Mr. Moore. I think that is what he means. He can speak for 
himself. 

(Laughter. ) 

Mr. Macnoxp. Let me say 

Senator Kerr. I want to say to you that you have made a great 
contribution here, and if it goes to the extent of his being able to 
reconcile his viewpoint with what you think it is, he will relieve 
some concern this committee has, and now he has the floor. 

Mr. Moore. Thank you. 

Mr. Macuorp. May I say, if I left the impression that I did not 
agree with Mr. Moses on those points, I want to correct them. 

Senator Gore. You didn’t testify about agreement with Mr. Moses 
on this point. You served notice on the committee that unless the 
bill was passed in accordance with your wishes—— 
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Senator Kerr. He said if the bill deviated one bit from the laws 
of the State of New York on preference. I believe that is what he 
said. I believe what Senator Gore thought he said in this way, that 
what the New York preference clause was, suited him, and anything 
that didn’t conform to it 100 percent wouldn't suit him. 

Mr. Macuoxp. I think there is an area of compromise here between 
these two viewpoints, and I tried to say before. And as long as that 
area of compromise permits the financing in the immediate construc- 
tion of this project, I am in support of it. 

Senator Gore. Is your primary interest the development of the 
project for the benefit of the people, or the development of the proj- 
ect for the benefit of your company ? 

Mr. Macuo.p. My primary interest is the development of this proj- 
ect for the benefit of the people in western New York, and I may 
say in all frankness to you that I think that will be for the benefit 
of the people. 

Senator Gore. That is all that I have. 

Senator Kerr. It seems to me that your primary interest would be 
in the right of your company to secure from this project the power 
to replace that which you had lost. 

I would be quite surprised if either intentionally or otherwise you 

ave the committee the idea that your policy in the matter would 
depend not only upon your having the right to secure the power 
to ee what you have lost, but also the right to determine the 
specifications with reference to the allocation of the rest of the power. 

Mr. Macuotp. I don’t know that we would have any particular 
control over that; the allocation of the rest of the power. That 
would be administrative. 

Senator Kerr. As I understood Mr. Moses yesterday, his primary 
concern would be to be left free to operate in a way as to enable him 
to finance this project out of the revenue that he hoped to derive 
from it and by issuing bonds against the revenue and being able to 
show the prospective bondholders that he had agreements for the use 
of that power that would bring the revenue in to honor and retire 
the bonds in accordance with their terms. 

Mr. Macuorp. Yes, sir. And with that I am in sympathy. 

Senator Gore. Then are you willing to say that it is agreeable to 
you for this committee to consider and report the best bill of which 
it is capable ? 

Mr. Macuoxp. Yes, sir. 

Senator Gore. Giving consideration to the interests and conflict 
as those conflicts may appear, without giving consideration to any 
threat which you may have originally intended to apply ? 

Mr. Macuovp. I am sorry. I didn’t intend to, but the answer to 
your question is “Yes.” 

Senator Gore. Thank you. 

Senator Kerr. All right, Mr. Ginna. 


FURTHER STATEMENT OF ROBERT E. GINNA, PRESIDENT, 
ROCHESTER GAS & ELECTRIC CORP. 


Mr. Gryna. As you know, Mr. Chairman, I am president of the 
Rochester Gas & E lectric Corp., and I have appeared before your com- 
mittee on previous occasions in connection with the matter. 
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Senator Kerr. You may sit or stand as youdesire. Just make your- 
self as much at ease as you can, being aware of the conflicting forces 
that are to your rear. [Laughter.] 

Mr. Ginna. They are all friends of mine now, I think. : 

We thought, Mr. Chairman, that it might be helpful for the commit- 
tee if we were to prepare a map. There has been a lot of discussion 
about areas involved. So we have prepared a map which we want to 

resent to the committee staff which shows the marketing area for 
Niagara power, and it defines the radii from the proposed power sites 
at Lewiston of 100 miles, and 150 miles. 

You will note in the yellow area, which is the marketing area of 
New York State for Niagara power, as defined by the power authority, 
that the entire Rochester Gas & Electric system is involved. And we 
are the only company whose entire system is involved in this question. 

As you can see over here, we have indicated the location of the St. 
Lawrence project, and we have indicated 150 miles radius from it. 
You see only a little bit of our eastern division was involved in the 
St. Lawrence area. 

So we are primarily interested in the Niagara power. We have 
been for 50 years. We have been trying to get Niagara power for 
that long. 

But due to limitations on the use of the water, the development of 
the power by the Niagara Falls Power Co., Rochester Gas & Electric 
Co. didn’t get any of 1t. 

We are an old company. We were established in 1847 in the gas 
business, and then in 1881 we were one of the first power companies to 
be created in the United States. 

We are practically all steam. We have some small hydro plants 
on the Genesee River, but they account for a very small portion of our 
sapacity. So we are essentially steam. And over the recent years, 
especially since Pearl Harbor days where we have had a tremendous 
growth because of the industries in Rochester, we have had to provide 
the capacity all by steam plants. 

I thought that [ should make that preliminary statement and then, 
appreciating the shortness of time, if I may I would like to quickly 
read the statement that I have taken great pains to prepare. 

Senator Kerr. May I ask you if your statement gives us information 
from which we can determine the cost to you of the generation of your 
power and a steam plant? 

Mr. Ginna. That is not in my statement, but I would be glad to 
answer that now. 

Senator Kerr. I would be glad if you did. 

Mr. Ginna, Our average cost is 7.2 mills. Iam talking production. 

Senator Kerr. That is steam-generating facility through the use of 
what fuel? 

Mr. Ginna. Coal. All coal. We have no other fuel. 

Senator Kerr. Where do you get your coal from ? 

Mr. Ginna. Western Pennsylvania, Westmoreland County, and 
some West. Virginia coal. 

Senator Kerr. What is the average cost per ton delivered at your 
generating facility / 

Mr. Ginna. Alongside of our station today—it has been going up 
and we have been objecting to the freight rate increase—it is now 
about $8.85 per ton alongside our main steam powerplant. 
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Senator Kerr. Does that cover both the cost of the coal and the 
freight ? 

Mr. Ginna. Yes, sir. 

Senator Kerr. And the freight is how much ¢ 

Mr. Ginna. The freight is now I believe approaching almost $5 
per ton. 

Senator Kerr. And your cost of the coal—— 

Mr. Ginna. Tam told by one of my staff it is $4.15. 

Senator Kerr. $4.15 a ton, and that means that you are paying how 
much for the coal, f. o. b. the car at the mine ?/ 

Mr. Ginna. There is about a 60-cent handling charge in the $8.80. 
That would bring it down to $8.20. If you subtract $4.15 from the 
$8.20 you have the coal cost, which is just about as much to bring it up 
from Pennsylvania. 

Senator Kerr. Fine. Proceed. 

Mr. Ginna. I am here to support Senators Ives and Javits. 

Permit me to say at the outset that I regret there is no bill before 
the Congress now which would provide for the redevelopment of the 
Niagara | power project by priv ate enterprise. For years my company 
has vigorously argued and maintained that the five New York electric 
utilities could do the job satisfactorily for reasons that I have pre- 
sented to your committee on previous occasions. 

Thus today I find myself relegated to a choice between two bills that 
are before the committee. But irrespective of that, and before dis- 
cussing the relative merits of these bills, I want to make it crystal 
clear that my company believes that the Niagara project should be 
developed promptly, because the power is greatly needed and ean be 
used 

The Rochester Gas & Electric Corp. serves a very important area in 
New York State and is the only private utility system located wholly 
within the economic transmission distance of the proposed Niagara 
development. Right now it is directly connected with Niagara F Falls 

through multiple 115-kilovolt transmission lines which constitute the 
backbone of the New York State east-west transmission system of the 
Niagara Mohawk Power Corp. 

You will note that I put those lines on the map. And there is a 
copy ‘ of the map attached to my statement. This map shows my com- 

any’s service area and its distance from and its connection with 

Niagara Falls. 

Over 500 ,000 people live in metropolitan Rochester and thousands 
more live in the surrounding rural sections. Metropolitan Rochester 
contains many industries essential to our national defense. With its 
optical and electronics industries, known the world over, Rochester 
has often been called the eyes and ears of American defense and 
vital to the security of our Nation. 

The Niagara is the largest and most economical undeveloped hydro- 
power site in the country today. The people and industries of the 
Rochester area—the customers of my company—being so close to the 
power site have an obvious interest in how the additional Niagara 
power is to be produced and made available to the economic market 
urea. 

I might say at this point that we have publicly made a statement to 
our customers that any saving that accrues to us by the purchase of 
power from the power authority, coming from Niagara, the entire 
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saving will be passed on to our customers. We have publicly made 
that statement. 

Heretofore we have not had access to any large block of hydropower. 
Today, approximately 85 percent of our total electric requirements 
are provided by steam-generating facilities and the balance is pro- 
vided by small hydroplants on the Genesee River plus some purchased 
power. A material block of economical Niagara hydropower would 
mnean a great deal to the domestic and rural consumers in our franchise 
area, as well as to our important defense industries. 

Both the Ives-Javits and the Clark bills provide for development 
of the Niagara power project by the New York State Power Author- 
ity. But the essential difference between the Clark and the Ives-Javits 
bills is that the Clark bill would give undue preference, without re- 
striction, to all public power groups. These groups include municipal 
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plants and rural electric cooperatives, which are tax exempt, and! 
avoid their fair share of the cost of services provided by the govern- 
ment—local, State and Federal. In these difficult times when high 
taxes are needed to carry the heavy responsibilities of sie 
it is difficult to understand why an effort should be made to prefer 
a relatively small group who already avoid their share of taxes, over 
the rest of the electric consumers who must carry more than their fair 
share of taxes. 

Senator Kerr. May I ask you a question / 

Mr. Ginna. Yes, sir. 

Senator Kerr. Who regulates the prices at which you sell power? 

Mr. Ginna. The New York Public Service Commission. 

Senator Kerr. What is the formula of their regulations with refer- 
ence to the return to your company on its invested capital ? 

Mr. Ginna. Original cost less depreciation is the base, and the re- 
turn that has been allowed is 6 percent. And we are not making 6 
percent, I might say. 

Senator Kerr. What do you take into account in fixing your rate 
base, or determining the accounting which you submit as the basis for 
your rate base as affected by the taxes you pay ? 

Mr. Ginna. All taxes are included as a cost of operation and are 
paid for by the ratepayers. 

Senator Kerr. In other words, whatever taxes your company 
pays—— 

Mr. Ginna. Are paid by our electric, gas, and steam customers. 

Senator Kerr. Are paid by your consumers ? 

Mr. Ginna. Yes, sir. 


Senator Kerr. And if your regulatory body follows the principle 
of the law with reference to its regulation of your rates, they permit 
you a rate which enables you to pass on to your customers whatever 
taxes you pay ? 

Mr. Ginna. That’s right. 

Senator Kerr. And if you paid no taxes, and if they then fixed the 
rate on your power sales, in accordance with the Set of the law 


whereby they regulate you, either you would, subject to their approval, 
immediately reduce your rates by the amount of taxes that you have 
saved, and if you didn’t, it would be their duty to direct you to so 
reduce them ? 

Mr. Ginna. If we were made tax exempt tomorrow, I would gladly 
give all the taxes to the customers. 

Senator Kerr. But whether you would be glad about it or not, on 
oe basis of the law under which you operate that would be your 

uty { 

Mr. Ginna. That’s right. 

Senator Kerr. And if you didn’t do it voluntarily, it would be their 
duty to direct and see that you did do it? 

Mr. Ginna. I assume it would be. 

Senator Kerr. Is it not more than an assumption? Isn’t it your 
opinion that that would be the case? 

Mr. Ginna. I think they would do that; yes. 

Senator Kerr. Do you think that that is inherent in the law 
whereby they regulate you, that that would be their duty to do that? 

Mr. Ginna. The law precisely states that our rates are to be based 
on the cost of rendering service, including the cost of money and so on. 
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So if taxes are removed from the cost, the Commission would accept 
a new reduced cost as the basis for our rates. 

Senator Kerr. That is their duty to do that by direction or ap- 
proval of your voluntary action to bring it about ? 

Mr. Ginna. That is right. 

Senator Kerr. Correct ? 

Mr. Ginna. Yes, sir. 

Senator Kerr. Proceed. 

Mr. Ginna. What we are disturbed about is that the Federal type 
of preference would be particularly glaring in the State of New York 
where less than 3 percent of all electric consumers are served by 
municipal or cooperative systems, and more than 97 percent by the 
investor-owned, taxpaying utilities. Thus, you see, the Clark bill 
would throw, without reason, special benefits to the less than 3 
percent, and saddle the cost of that benefaction on the more than 97 
percent now served by private enterprise. 

Incidentally, in this pink area on the map, which is my franchised 
territory, we have no cooperatives. It is completely electrified. There 
are no farmers without service who want it. We long ago built rural 
lines, and at first those lines didn’t pay, but we thought that they 
would ultimately pay and that has been proven out because the 
average farm consumption on our lines is one of the highest in the 
United States. 

We think that under what we have to consider here today, the 
Ives-Javits bill would make a more equitable distribution of the 
Niagara power to all domestic and rural consumers within the 
Niagara economic market area without discrimination among the 
distribution agencies now serving them, and would further assist in 
maintaining the industrial economy of the Niagara power market 
area. Of the two proposals we favor the Ives-Javits bill because, 
among other things, it is more equitable and to a far greater extent 
would carry out the will of the people of the State of New York. 

But making it very ee under the Ives-Javits bill the people 
in the pink area are protected. They will get their fair share. They 
will get their fair portion of the benefits of developing this low-cost 
hydro power. 

Under Federal preference there is no protection to them at all. 

Senator Kerr. You heard Mr. Moses testify that he anticipated 
reserving approximately 20 percent of the output of this project to 
meet the call of preference customers. 

Mr. Ginna. That is right. We have had discussions with the 
power authority about how they intend to allocate the power. 

Senator Kerr. Do you oppose that ? 

Mr. Ginna. You are talking now about withdrawal? 

Senator Kerr. I am talking about whatever would be involved to 
protect an allocation of 20 percent of the power to be generated for 
the call of preference customers. 

Mr. Ginna. My answer to that is that I am willing to protect the 
cooperatives and municipals, providing my customers are likewise 
yrotected. And I am willing to agree to see that the cooperatives— 
but I don’t have any in my area, there is no need for them in my area 
but we do have two municipal plants—I am willing that they should 
have their fair share. 

91898—57——14 
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Senator Kerr. Would you answer the question ? 

Mr. Ginna. I am trying to. I am trying very hard. 

Senator Kerr. It seems to me that you are trying very hard not to. 
But go ahead. 

Mr. Ginna. Oh, no. I have nothing to conceal, believe me. But 
the point is this: that in this area that I am talking about—and that 
is ohy I am here—we feel that we are entitled to our share of the 
power. We also agree that the municipals are entitled to their share. 
We don’t think and we don’t agree that they are entitled to a prefer- 
ence for that. We are willing to see that they get their share, and I 
am willing to agree to a fair proportion of withdrawal to protect the 
allocation that the Chairman spoke about. 

Senator Neusercer. What do you regard as their share? Three 
percent ? 

Mr. Ginna. No. Their existing and foreseeable needs, just like the 
existing and foreseeable needs of my own customers. 

Senator Neusercer. You pointed out in your statement at page 3: 
“Less than 3 percent of all electric consumers are served by municipal 
or cooperative system, and more than 97 percent by investor-owned 
taxpaying utilities.” 

Mr. Ginna. That is right. 

Senator Nevusercer. Do you foresee a 97 to 3 division of the 
power ? 

Mr. Ginna. Oh, no, no. That wouldn’t necessarily follow at all. 
As I understand the allocation intended by the power authority— 
and it has been submitted to the committee, here is the statement, I 
have it here—they propose to allocate power on the basis of the pro- 
portionate number of domestic and rural customers in the market 
area regardless of whom they serve, and that is the State law. 

Senator Nevgercer. But that is 97 to 3, isn’t it? 

Senator Kerr. No. 

Senator Nreupercer. You say “such a preference would be par- 
ticularly” 

Mr. Ginna. That is New York State. I don’t know what the situa- 
tion is. Perhaps it will help us, Senator, if I give you the number in 
these areas. 

Senator Nevpercer. Let’s confine the distribution to the State of 
New York. Do you foresee a 97 to 3 distribution of power from 
Niagara on the American side in the State of New York? 

Mr. Ginna. Unless some municipality decides to go into the power 
business. I don’t know what they might decide to do. The trend 
is the other way, as we testified. 

Senator Nreusercer. In other words, you do foresee—— 

Mr. Ginna. In other words, they are going out of the business. 

Senator Neupercer. In other words, you do foresee a 97 to 3 ratio 
of the distribution of the power ? 

Mr. Ginna. I am only stating what the situation is today. I don’t 
know what it might be 10 years from today. 

Senator Neuvsercer. Let me ask you this, then: If you are opposed 
to any preference for the municipals or co-ops 

Mr. Ginna. Tam. 

Senator Neupercer. As I understand from that—then you favor, 
or you certainly do have, a 97 to 3 distribution of the power from 
Niagara in the State of New York? 
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Mr. Ginna. I didn’t say that. I was merely stating what the per- 
centage of customers were served by the respective systems. As to 
the loads, unquestionably the power authority would have to take 
into account whatever the municipal plants need now and in the 
foreseeable future as provided by the Ives bill. 

Senator Neusercer. You have indicated that you don’t think the 
municipal plants or co-ops will grow faster than 

Mr. Ginna. I didn’t make any statement about how fast they are 
going to grow. I don’t know. 

Senator Neusercer. You said the trend is the other way. 

Mr. Ginna. It is. Dunkirk just voted to sell out. 

Senator Neuspercer. You certainly indicated when you said the 
trend is the other way—— 

Mr. Ginna. That is what I meant. 

Senator Nevzercer. Do you think that a 97 to 3 ratio of the dis- 
tribution of power from a great river system like Niagara section of 
the St. Lawrence system—w rhich is what it is, it is all the St. Lawrence 
River from Lake Superior to the sea—do you believe a 97 to 3 dis- 
tribution of that power in the State of ‘New York favoring the 
private companies is in the public interest ? 

Mr. Ginna. I will tell you what is in the public interest: that 
everybody residing in the pink area is entitled to a fair deal. That 
is what I'am here about. And under preference they are not guaran- 
teed anything. 

Senator Neupercer. Let me ask you this: Do you believe that a 
private company has equal claim to the power, and perhaps superior 
claim to a public system from a river system which can produce 
power like the St. Lawrence system, which is what this is? 

Mr. Ginna. Financed by an authority with public money? I 
certainly do. I say that the farmers on my lines are just as good as 
the farmers on a cooperative’s lines. 

Senator Nrvurercer. Do you believe, then, that the cooperatives, 
which have no generating facilities of their own that amount to any- 
thing, that they should not have any preference in acquiring power 
from the St. Lawrence River? 

Mr. Ginna. That is right. I certainly do. 

Senator Neusercer. You believe that? 

Mr. Ginna. Yes, sir. 

Senator Neusercer. That is all. 

Mr. Ginna. I think preference is a very undemocratic principle. 

Senator Kerr. Let’s see if you really do. 

Mr. Ginna. Don’t take that the wrong way. You might be call- 
ing me a black Republican from Monroe County. 

Senator Kerr. a if you are called that here, you will have to do 
that yourself. [Laughter. | 

Mr. Ginna. I don’t take offense easily. 

Senator Kerr. And I don’t give it at all. 

Mr. Ginna. I know you don’t. 

Senator Kerr. You are against any combine you are not in on? 
[ Laughter. | 

Mr. Grxna. No. 

Senator Kerr. I thought you said that the one thing you were in- 
terested in was seeing that the people, your customers—— 

Mr. Ginna. Get their fair share. 
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Senator Kerr. And no more? 

Mr. Ginna. Get their fair share through your system. Or if he 
decides tomorrow to buy my system out in one of the towns, that 
is their privilege. 

Senator Kerr. That hasn’t been indicated as a probability. 

Mr. Ginna. We try to give them good service. 

Senator Kerr. That hasn’t been indicated as a probability. 

Mr. Ginna. I don’t think so. It may happen. 

Senator Kerr. You anticipate the opportunity to continue to oper- 
ate your system / 

Mr. Ginna. I hope so. Because my stockholders will get after me 
if I don’t stay in business. 

Senator Kerr. And expect it? 

Mr. Ginna. Yes, sir. 

Senator Kerr. And you are against any deal here that they are 
not in on? 

Mr. Ginna. My stockholders don’t particularly get any benefit out 
of this at all, because we have made a public statement, and as a 
matter of fact, in the contracts that have been made by the power 
authority with my sister companies in the State, they provide—I am 
talking about St. Lawrence—I am not in on that—that any difference 
in saving is passed on, month by month, on the customer’s bill. So it 
can’t flow down to the stockholders. So I am not here representing 
the stockholders to get any particular benefit for them out of Niagara. 
I am here for the customers. 

Senator Kerr. I will say that touches me. 

Mr. Ginna. It happens to be the truth. 

Senator Kerr. I accept it as the truth and not by happenstance. 
IT am not right sure but what you intended it to be. 

I don’t think it is accidental at all. I still am of the opinion, 
though, that you are telling the committee that you are against any 
deal there that your customers are not in on. 

Mr. Ginna. No, I am not telling that. I want my customers to 
get their fair share, and I think what has been proposed here—— 

Senator Kerr. If they get their fair share, aren’t they in on it? 

Mr. Ginna. Yes. 

Senator Kerr. And you are against it if they do not? 

Mr. Ginna. I am certainly against it if they get discriminated 
against, and that is why I am arguing against the Clark bill. 

Senator Kerr. Therefore you are against any project or any pro- 
gram that they are not in on? 

Mr. Ginna. Yes, sir, if you want to put it that way. 

Senator Kerr. I am, too. 

Mr. Ginna. I know you are. 

Senator Kerr. I am, too. And if there is any difference between 
you and me, it is this: I am against any deal there that these other 
folks are not in on. 

Mr. Ginna. So am I. 

Senator Kerr. Hasn’t Mr. Moses indicated to you that he is going 
to make a contract with you for the delivery of a certain amount of 
this power? 

Re! Ginna. I have discussed precise figures with the power au- 
thority. 
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Senator Kerr. And they have indicated they are going to give you a 
contract for it? . 

Mr. Grnna. That is right. 

Senator Kerr. For 30 years, to start with, isn’t it? 

Mr. Ginna. We haven't discussed the term of it, but I assume that 
the contracts that will be made will be made consistent with the term 
of the proposed bonds. I would expect 

Senator Kerr. He said yesterday that would be 30 years. 

Mr. Ginna. That is right. 

Senator Kerr. Didn’t he? 

Mr. Ginna. That’s right. 

Senator Kerr. Do you mean to tell the committee that having re- 
ceived that contract, and having it signed, that you then do not have 
the preference for that amount of power for that period of time? 

Mr. Gryna. Not at all, because I think it is possible that the power 
authority may run into rough weather, and we have no guaranty that 
the rate will stay the same. 

Senator Kerr. I didn’t say the rate. I am talking about the power. 

Mr. Ginna. That’s right. Why shouldn’t our customers—— 

Senator Kerr. I think you should have. I think you should have. 
And I think you will have. And I think when you do, to that extent 
you have a preference with reference to that amount of power, haven’t 
you? 

’ Mr. Ginna. If you want to put it that way; yes. But it is not a 
preference over someone else. 

Senator Kerr. What is it a preference over ? 

Mr. Ginna. It is a preference going equally to everybody. 

Senator Kerr. Oh, no; it is not 

Mr. Ginna. Oh, yes; it it. 

Senator Kerr. It is not going to anybody except those who have a 
contract, is it ? 

Mr. Ginna. Oh, yes; it is. 

Senator Kerr. It is not going to anybody except those who have a 
contract ? 

Mr. Ginna. The power authority has made contracts with the co- 
operatives already, and municipal plants, and it will make contacts 
with the municipal plants 

Senator Kerr. You said it went equally to everybody. You mean 
everybody who has a contract? 

Mr. Ginna. I believe, Mr. Chairman, that the proposed allocation 
of power by the power authority of the Niagara power, is on a fair 
basis. I think that the staff of the power authority has done a good 
job in allocating the power to municipals, to hold a block of power 














for them, to our customers, to industry. I think they have tried to | 


treat everybody fairly and basically in accordance with our State laws. 

Senator Kerr. But it amounts to a proposition wherein the total 
amount of power to be produced will be allocated for and either re- 
served for allocation or contracted for, won’t it? 

Mr. Ginna. That’s right. 

Senator Kerr. And limited to those with whom contracts are made 
or for whom it is reserved ? 

Mr. Ginna. That is right. 

Senator Kerr. So that it isn’t available to everybody; is it? 
Mr. Ginna. Everybody in the area. 
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Senator Kerr. It is available to you as much as it is to anybody; 
isn’t it? 

Mr. Ginna. You know 

Senator Kerr. Just answer my question. 

Mr. Ginna. Of course. But I think 

Senator. Kerr. Then why haven’t you got as much preference as 
the REA’s and co-ops would have if there were 20 percent of it 
reserved for them ? 

Mr. Ginna. But let me say to you, sir, that under Federal pref- 
erence the entire thing can be pulled away from me. 

Senator Kerr. I am not talking about that kind of situation. 

Mr. Ginna. That is withdrawal. 

Senator Kerr. I am talking about the preference of 20 percent of it 
and the right of withdrawal with reference to that amount. 

Mr. Ginna. I said I would be willing to agree to some reasonable 
withdrawal. But not 100 percent. 

I started in to answer Senator Neuberger, something that is very 
fundamental and I think it gets misunderstood, about the economics 
of this business that we are in, aud that is this: that the question of 
withdrawal depends on the size of the system. For example, what a 
big system can stand in withdrawal, I can’t. I only have 385,000 
Picaeste of capacity. And we have had to put big machines in. I 
can’t stand having it withdrawn from me. I can stand a little bit of 
it. But suppose it is all taken away from me? The power authority 
has indicated they are going to give me 167,000 kilowatts of firm power, 
some of which may have to be withdrawn. But I am not going to 
agree to have it all withdrawn. 

Senator Kerr. I don’t blame you and I am not talking about having 
it all withdrawn. I am talking about whether or not in the first 
place you are being discriminated against on the basis that I am talk- 
ing to you about, and also whether or not it isn’t a fact that, to the 
extent that you have a contract for power which is not subject to 
change without your agreement, if you haven’t got a preference right 
then to that amount of power. 

Mr. Gixwa. But the other fellow has the same thing. 

Senator Kerr. I am not talking about the other fellow. I am talk- 
ing about you. 

Mr. Ginna. I am trying to keep him in the picture. You are try- 
ing to put him out. 

Senator Kerr. No; I am not. I am trying to keep you in for 
the moment. [Laughter.] 

Mr. Ginna. And I am going to stay in. Don’t make a mistake 
about that. 

Senator Kerr. In the final analysis I am not sure but what you are 
as interested in your own as you are in anybody else’s. It may be 
that you are not, but I am not going to accept an assumption that you 
are more interested in anybody else than you are your own group, 
unless it is shown to me conclusively by evidence other than your 
unsupported statement. 

Mr. Ginna. Thank you, sir. 

Senator Nevusercer. You mentioned your remarks with me. I 
would like to ask you one question. There are various places in the 
country where the Federal preference has been in effect for about a 
half century. Do you know of any specific instances where, under 
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the Federal preference clause, there have been withdrawals of any sub- 
stantial amounts of electricity from a customer at all? That is the 
first question. Do you know of any such instance? 

Mr. Ginna. I don’t know. I can’t answer that, Senator. I don’t 
know offhand about specific withdrawals. I know where there have 
been refusals of power. 

Senator Neunercer. You are talking about withdrawals? 

Mr. Giyna. That’s right. I don’t know, what has happened all 
over the country. 

Senator Nevpercer. Secondly—this is obvious from your first 
answer—do you know of any withdrawal where there was not ample 
notice in advance, of 4 or 5 years, where the company from which 
the withdrawal was made would have more than sufficient time in 
which to provide substitute generating capacity ? 

Mr. Ginna. That language is not in the Clark bill, but Mr. Javits 
offered that kind of language in here this morning. 

Senator Nrevupercer. Again I am getting back. You people have 
come from the State of New York—— 

Mr. Ginna. It is a highly developed State. 

Senator Neupercrr. You keep talking about a highly developed 
State. You think that we people in the West haven’t yet seen shoes, 
the way you talk about it. [ Laughter. | 

Senator Nrupercer. Have you ever been West? 

Mr. Ginna. I love it. I am going out next week. 

Senator Neunercer. Have you ever been to Los Angeles, Seattle, 
Portland ? 

Mr. Ginna. Yes, sir. I happen to be chairman of the Water Re- 
sources Committee for the whole country. 

Senator Nevupercer. Of what organization ? 

Mr. Ginna. National Association of Manufacturers. 

Senator Neusercer. The point I make is this: For 3 days there 
has been this talk—and I think it finally ought to be answered—about 
this highly developed part of the country. Los Angeles, which is 
one of the largest communities in this country—lI believe it is—I 
shouldn’t say this in front of the Senator from Pennsylvania, but 
isn’t it the third largest community or fourth? Either one? 

Senator Cxiark. It is the third largest in size. 

Senator Nreupercer. Los Angeles gets power under a preference 
clause. Seattle and Portland get some of their power under a pref- 
erence clause. Tacoma gets some of its power under a preference 
clause. These people out there have got cars, and they live in houses 
with roofs, and there are great industries there. Some of the biggest 
industries in the United States are in those communities. The Boeing 
Aircraft plant has 32,000 employees. You don’t have any industry, 
I will bet, in your area that has as many employees as Boeing has in 
Seattle, that gets public power. 

Mr. Ginna. If we put the Eastman Kodak Co. out of business, 
you can take the Department of Defense and put them out of business. 
It has 86,000 employees, in Rochester-——— 

Senator Neusercer. That has 36,000; more than Boeing. But I 
still submit that an industry which has 32,000 people is not something 
in a thatched hut. You people for 3 days have been giving that 
impression. 

Mr. Ginna. I haven’t. 
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Senator Neusercer. You just said that this was a highly developed 
part of the country, indicating that out West it was not. 

Mr. Gryna. I didn’t say anything about the West. I am talking 
about my own territory. 

Senator Gore. The South. [Laughter.] 

Mr. Ginna. Thank you, Senator. 

Senator Gore. I tell you that is dangerous ground. 

Senator Neusercer. The point I want to get at with you again, if I 
may, is this: You are from the private utilities, the people from the 
New York State Power Authority are constantly talking about how if 
you receive an allotment of Niagara power and there is the Federal 
preference clause, that your entire operation will be uneasy and 
unstable because it will be withdrawn from. Now, where 

Mr. Ginna. Let me give you a specific 

Senator Nevpercer. Let me ask you: Give me one specific example 
where that has occurred under the operation of the Federal preference 
clause ? 

Mr. Ginna. I will be glad to look that up. I don’t have anything 
in mind. 

Senator Neupercer. Don’t you think before you people come in 
here, before a committee of the Congress of the United States, involy- 
ing a project of these dimensions, and you warn us that the Federal 
preference clause will mean this havoc and this destruction for you 
and for the New York Power Authority, that you ought to at least 
study the previous workings of the preference clause to some degree? 

Mr. Ginna. Believe me, Senator Neuberger, I know the preference 
clause backwards and forwards. It is under my pillow every night 
practically. 

Senator Neuspercer. Give me an example where it has done this. 

Mr. Ginna. I will tell you what I amtalking about. I met last week 
with all the bankers in New York. We are going to have to raise 
$16 million. The bankers told me that in connection with Niagara, if 
we buy power that is on a Federal preference basis of complete with- 
drawal, it is going to have a gréat marked effect on what we have to pay 
for money. 

Senator Neusercer. I agree with you if the bankers——— 

Mr. Ginna. So it is of great concern. 

Senator Neupercer. If the bankers had their way——— 

Mr. Ginna. That is where we have to get our money. 

Senator Neupercer. There never would be any preference clause. 
As far as bankers are concerned, let me point out one thing to you that 
happened in our region. When public power groups first began to 
organize in the Northwest, there were dire predictions that they never 
could borrow their money on Wall Street, operating under the prefer- 
ence clause. And yet one after the other they floated their bonds and 
public utility districts were created in the Western States, and munic- 
ipal plants were created in Seattle and Tacoma and cities of those 
sizes, and Los Angeles 

Mr. Ginna. With tax money. 

Senator Neusercer. They borrowed their money on Wall Street 
with bonds. 

Mr. Ginna. A lot of this was built up with my tax money. 

Senator Nrusrercer. How? 
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Mr. Ginna. Out of the Federal Treasury. I am talking about the 
Northwest now. 

Senator Neupercer. The Seattle city light system ? 

Mr. Ginna. No. That was raised by the people of Seattle. 

Senator Neusercer. They floated their bonds in the East and got 
their money from the same bankers you are talking about, because they 
saw it was a good investment. 

Mr. Ginna. I know these bankers. They talk tough at times you 
know. But still we have to go to them. 

Senator Neupercer. The only point I am asking, give us an example 
where the preference clause has kept bonds from being sold. Give us 
an example where it has withdrawn power. Just give us an example. 

Mr. Ginna. We will give you a report on that if you want it, Sena.- 
tor 

Senator CLark. You might give us an example of comparative rates, 
too. 

Senator Gore. Are you going South or West now? [ Laughter. ] 

(The information requested 1s as follows :) 


RocuHEstTeR GAS & ELEoCTRIC CoRP., 
Rochester, N. Y., May 8, 1957. 
Hon. Rosert S. Kerr, 
Chariman, Subcommittee on Flood Control, Rivers and Harbors, 
Senate Public Works Committee, United States Senate. 


DEAR SENATOR Kerr: During the course of my recent testimony on the Niagara 
bills before your committee, Senator Neuberger asked (p. 401 of the transcript) : 

“Senator NEUBERGER. The point I want to get at with you again, if I may, is 
this: You are from the private utilities, the people from the New York State 
Power Authority are constantly talking about how if you receive an allotment 
of Niagara power and there is the Federal preference clause, that your entire 
operation will be uneasy and unstable because it will be withdrawn from. Now, 
where—— 

“Mr. GINNA. Let me give you a specific—— 

“Senator NEUBERGER. Let me ask you. Give me one specific example where 
that has occurred under the operation of the Federal preference clause? 

“Mr. GInnA. I will be glad to look that up.” 

Later on in the hearing I requested permission to file a memorandum on the 
subject of “withdrawal” under the preference clause, and I am pleased to submit 
it herewith. 

I want to take this opportunity of thanking you for the courtesies extended 
to me during the hearing. Since the subjects of “withdrawal” and “preference” 
are so terribly important, I would especially appreciate this memorandum being 
made a part of the record. 

Sincerely yours, 
Ropert E. Ginna, President. 


MEMORANDUM DEALING WITH THE SuBJEcT oF “WITHDRAWAL OF FIRM POWER” 
FROM PRIVATE UTILITIES IN ACCORDANCE WITH THE So-CALLED FEDERAL PREFER- 
ENCE CLAUSE 


Attached are copies of letters dated August 10 and 16, 1956, from the United 
States Department of the Interior, Bonneville Power Administration, addressed 
to five private utilities presently purchasing power from the Bonneville project. 
Notification of “pullback” (withdrawal) was included as part of the August 10 
letter. The next-to-last paragraph of the letter states that “In accordance with 
section 8 (b) (c) of the above-mentioned contracts, notice is hereby given that 
part of the electric energy purchased under the contracts is needed by public 
agencies and cooperatives for their normal load growth.” 

Although the Bonneville Power Administration letter of August 10 provides 
for a gradual withdrawal of power, you will note that appreciable withdrawal 
starts as of September 16, 1959, and that by September of 1963 no firm power 
at all will be available for the private utilities. 
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I can assure you and your committee that any such 100-percent withdrawal of 
power, even with a 3- or 5-year notice, would make our Rochester operation, or 
the operation of any utility, “uneasy and unstable,” and would do great violence 
to the economic stability of a vital defense-production area. 

In 1952-53 water reached a critical condition in the Northwest, with the 
result that after taking care of the preference customers there was a power short- 
age. To take care of the shortage it became necessary to use steam generation. 
Because of the preference provision the entire cost of steam generation fell on 
the private companies. This cost amounted to about $7144 million, 77 percent of 
which was covered by surcharges authorized by the commissions in the States 
of Oregon-and Washington. Steam generation costs average about 5 or 5% 
mills. Bonneville firm power costs 2 mills with a 100 percent load factor and 
the secondary or dump power costs 2% mills. The difference in cost between 
Bonneville hydropower and steam-generated power is represented by the $714 
million. The irony of the situation was that the preference customers, several 
of whom owned steam plants, took care of their own needs by preference pur- 
chases from Bonneville and then sold their own more expensive steam-generated 
power to the private utilities. During that season, even with the steam genera- 
tion, curtailment of industrial loads was imposed. This curtailment was im- 
posed on public and private agencies alike. However, had it not been for the 
preference clause operating in the manner indicated, the steam generation would 
have been used but its cost would have been spread over the entire area. While 
there would have been some increase in the cost of power, it would have been 
spread so thin that no one would have been hurt and the surcharges would not 
have been required. Because this large surcharge was imposed on the customers 
of the private companies in the State of Oregon, people were hurt. If anyone 
does not think that customers of private utilities have been and can be hurt by 
the preference clause, let him ask some of the customers in Oregon who had to 
pay these surcharges. And to think that the Oregon people that were thus penal- 
ized were the same people who in their taxes made the tax exempt public power 
development possible for the benefit of a “favored few.” 

Senator Neuberger himself apparently recognizes the unsettling effect on in- 
dustry of the absolute preference clause, with its consequent withdrawal provi- 
sions. Early in April of this year he suggested establishment, by the State of 
Oregon, of an industrial marketing agency to qualify as a preference customer 
tor public power under the Bonneville Power Act. This would permit the agency 
to obtain firm power without withdrawal provisions for Oregon industries. Sen- 
ator Neuberger was quoted as saying that establishment of such an agency by 
the new State administration “would knock in the head the time-worn argument 
that Oregon is at a disadvantage because of the preference clause.” 

Whether the argument is time-worn or not, it is as applicable to utility opera- 
tion and the financing of the Niagara project in New York as it is to industrial 
development in Oregon. 

In a press release from his office, dated April 10, 1957, Senator Neuberger dis- 
cussed the geographical allocation of power from Federal hydroelectric projects. 
Quoting from that release: “Neuberger stated that a geographical division thus 
might hurt Oregon at the present time. He explained, however, that such a 
system could become important later on as the preference clause acts to withdraw 
additional kilowatts from publicly owned operations in the State of Washington.” 

Again it is apparent that the Senator appreciates the future detrimental effect 
of the preference clause upon his own State. The same situation would exist 
in New York State if 97 percent of its citizens were to be subject to the threat 
of the “absolute preference” proposed in the Clark bill. 

With further reference to preference provisions, particularly when they con- 
cern a State-financed development, I would like to call your attention to the 
following facts: 

On January 9, 1957, Senators Chavez, Neuberger, and four others introduced 
S. 497, the omnibus rivers and harbors bill. Section 204 authorizes a Federal 
contribution (under certain conditions) to meet flood control costs of the Oro- 
ville Dam on the Feather River in California. This multiple-purpose flood con- 
trol and power project would be built by the State of California under Federal 
Power Commission license. The Niagara project is not a Federal project and 
would not be built under the Flood Control Act of 1944 or the preference provi- 
sions of section 5 of that act. 8S. 497 has no requirement for preference in the 
Oroville project. A license was granted by the FPC on February 12, 1957, to 
California for this project, to have an installed capacity of 440,000 kilowatts. 
The FPC release makes no mention of any preference requirement in the license. 
On March 25, 1957, S. 497 was favorably reported by the Senate Committee on 
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Public Works, and Senator Neuberger, a member thereof, made no dissent on 
this section. The Senate passed the bill on March 28, 1957. 

Of course, it is illogical to argue that a “preference” clause never hurt anyone. 
It does not unless it operates, but whenever it operates there is one side bene- 
tited and other side hurt. Whenever the “Preference” clause comes into play 
someone is hurt and out in the Northwest country thousands of customers served 
by private utilities were and are to be hurt seriously. The only possible way 
that anyone can make an argument that a preference clause never hurt anybody 
is by showing that it never had been invoked. In the Pacific Northwest, a power 
shortage is imminent. Withing 5 years, all federally generated power will be 
sold to preferred” public agencies. The 3 million people in the region who are 
served by private companies thus are facing substantial increase in power costs 
because they will be excluded from purchasing any Federal power. 

In the light of the sponsorship and passage of S. 497, including the section 
on Oroville, it is surprising that anyone insists on the inclusion of a “preference” 
provision relative to the construction of the Niagara project by the State of New 
York. There is less reason for a Federal preference clause at Niagara than at 
Oroville since a Federal contribution would be authorized for the Oroville while 
no Federal money will be appropriated for Niagara. 

Congressman Miller, of New York, testified to other projects such as Markham 
Ferry and Priest Rapids where apparently for similar reasons no preference 
provision was included. Why therefore should the State of New York and 
neighboring States not be permitted to market Niagara power in accordance with 
their own laws? 

Un rrep STATES DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland, Oreg., August 10, 1956. 
. Paut B. MCKEE, 
President, Pacific Power & Light Co., 
Portland, Oreg. 
*, FRANK M. WARREN, Jr., 
Portland General Electric Co., 
Portland, Oreg. 
. FRANK MCLAUGHLIN, 
President, Puget Sound Power & Light Co., 
Seattle, Wash. 
*. Kinsey M. ROBINSON, 
President, Washington Water Power Co., 
Spokane, Wash. 
* E. K. ALBERT, 
President, California-Pacijfic Utilities Co., 
San Francisco, Calif. 


GENTLEMEN: Pursuant to section 8 (b) of contracts No. 14—-03—-001-10571 
through 14—03-001-10575, and contract No. 14—-03-001-10944, notice is hereby giv- 
en you that Minimum Energy Supply Schedule No. 4, exhibit A attached, will 
snpersede Minimum Energy Supply Schedule No. 3. 

Changes in the minimum energy supply schedule were made as a result of: 

(1) Revision in the generator schedule as provided in section 8 (b) (1); 

(2) A 5-year pullback in accordance with section 8 (b) (6), electric energy 
likely to be needed to satisfy the requirements of publie bodies, cooperatives and 
Federal agencies. Notice of this pullback is hereby included as part of this 
letter. 

In accordance with section 8 (b) (6) of the above-mentioned contracts, notice 
is hereby given that part of the electric energy purchased under the contracts is 
needed by public agencies and cooperatives for their normal load growth. Esti- 
mates of requirements for 1961-62 and subsequent years are considerably larger 
than a year ago when the Minimum Energy Supply Schedule No. 3 was prepared. 
Minimum Energy Supply Schedule No. 4, therefore, is reduced accordingly for 
the years 1961-62 and subsequent years. 

In addition to the minimum energy supply schedule which is exhibit A, we 
are attaching exhibit B, the revised Generator Schedule No. 4 and exhibit C, 
Industrial Requirements Schedule No. 4. The amounts of power in this latter 
schedule, which represent the industrial contracts, are the same as in the pre- 
vious schedule. Detailed tables of loads and resources used in calculating the 
minimum energy schedule will be mailed you within the next 2 weeks. 

Sincerely yours, 
MILLER EVANS, 
Acting Director of Operations and Maintenance. 
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ExHrpBiT A 


Minimum energy supply schedule No. 4 
Thousands of 


Sept. 16 to Apr. 15 of the following fiscal years : kilowatt-hours 
a at atl aera eal lniceatetlseted> hennre igveteraoretekt 2, 426, 976 
a eanmauitihibrr 2, 523, 648 
a ak neta icitin ih ala wih nes meat ietich ubqunsh aheigy estate aie 8, 322, 464 
Nl a cael clin cealemmeuines athens hiuretde 2, 879, 808 
le a i RD Ee aaa enc ntehied EL mn mabencesreueinines 2, 462, 592 
a i hi anne case tele aes cnbiceebemint bien 1, 434, 816 
a ae Nai ai hi aici Til nit cents etiial hoger eneteienadhensehie 839, 520 
a la Es oman alka spradlemeeeseal wid biapeiiey 0 
a te ns Sel lec einsinceamecamedsbnaliins chil aie 0 
i ale. all thi Lea at aatiainnt sh gedick cekem mediante Meinl on 0 
i hae ins ctinae Li cal Rare hibealntblaantdeteeeepicteny towers nl 0 
a heh i cael as cceateenenientntmigiions 0 
a Rielle nan tintnaln hil aeecongotcerdteal Mplehdeiind yer meeee 0 
at steer acta eee ath ctnaeanen 0 
i a eh a a EE Sa eek heen 0 
a a el lees 0 
a he cli ted eens EL weal isi pierengenbegiit 0. 


Mr. 





UNITED STATES DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland 8, Oreg., August 16, 1956. 


. Pauw B. McKEg, 


President, Pacific Power & Light Co., 
Portland, Oreg. 


. FRANK W. WARREN, Jr., 


Portland General Electric Co., 
Portland, Oreg. 


. FRANK McLAUGHIIN, 


President, Puget Sound Power & Light Co., 
Seattle, Wash. 


. Kinsey M. Rosinson, 


President, Washington Water Power Co., 
Spokane, Wash. 

E. K. ALBERT, 

President, California-Pacific Utilities Co., 
San Francisco, Calif. 


GENTLEMEN : In accordance with my letter of August 10, 1956, I am enclosing 
detailed tables of loads and resources which were used in the calculation of 
Minimum Energy Supply Schedule No. 4. 

Sincerely yours, 





MILLER EVANS, 
Acting Director of Operations and Maintenance. 
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Mr. Ginna. May I continue, gentlemen ¢ 

Senator Kerr. Have you found the place to which you had arrived / 

Mr. Ginna. | am sorry that Senator Clark left because I wanted to 
answer something that had been raised in the press. 

The Power Authority Act of the State of New York, under which 
the State power authority must operate, provides that the develop- 
ment of hydroelectric power at Niagara shall be considered— 
primarily as for the benefit of the people of the State as a whole and particularly 
the domestic and rural consumers to whom the power can economically be 
made available. 

No advantage is therein given to public power groups, municipal 
plants, rural cooperatives, or investor-owned utilities. The benefits 
in the State act go primarily to all of the domestic and rural consum- 
ers of any corporation or agency engaged in the distribution of elec- 
tric power whether public or private. That is the New York State 
law. 

In the 1956 and 1957 sessions of the New York State Legislature 
bills were introduced designed to give a preference to public power 
groups by adding provisions to the Power Authority Act similar 
to the preference provisions contained in the Clark bill. The defeat 
of these bills makes it plain that the State of New York wants no such 
unwarranted favoritism. Indeed, the entire legislative history of the 
Power Authority Act, with the repeated reenactment of its statement 
of fundamental policy that the benefits of power projects shall be for 
“the people of the State as a whole and particularly the domestic and 
rural consumers to whom the power can economically be made avail- 
able,” clearly establishes the rejection of the inequities of “preference” 
contained in the Clark bill. 

Certainly the people of the State of New York are entitled to pri- 
mary consideration in the Niagara development and, as I have said, 
they have spoken clearly. 

In addition to its unfairness, no one should be deceived as to the re- 
sults this preference theory would accomplish. In practice, prefer- 
ence provisions mean very little to those who would be preferred in 
New York or neighboring States. It has been claimed that farmers 
on REA lines in Pennsylvania would save $100 a year on their electric 
power bills if they got Niagara power under the provisions of the 
Clark bill. A review of the charges to the 6 REA’s in Pennsylvania 
located in that area within a 150-mile radius of Niagara Falls shows 
that the present average annual cost of power, now purchased from 
private utilities, is only $35 per customer. Thus, if these REA’s got 
Niagara power absolutely free, they could not save their customers 
more than an average of $35 per year. Thus, the $100 “saving” is 
just loose talk. Based on information available, and allowing for 
transmission losses, the average saving per customer would not amount 
to one-twentieth of that. 

In the electric business the cost of producing electricity represents 
a minor percentage of the total cost of power delivered to the customer 
or final user. For example, in the case of the 6 Pennsylvania REA’s 
just mentioned, their customers’ bills are over 3 times the actual 
cost of the power which is purchased for them by the cooperatives. 
Senator Kerr. How much is that cost to the cooperatives ? 
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Mr. Ginna. They are averaging, according to the reports issued by 
the Rural Electrification Administration about 8.2 mills in the area 
that we are talking about, the northern part of the State. 

Senator Kerr. Do you sell any to any REA cooperatives? 

Mr. Ginna. We do not have any, sir. 

Senator Kerr. Then you do not sell any ? 

Mr. Ginna. That is right, I think that the committee—well, I will 
not mention that, that was mentioned by Mr. Machold. 

I think that the committee would be interested to know that on 
February 11, 1957, the city of Dunkirk, N. Y., one of the oldest mu- 
nicips al electric systems in the country, voted by a3 to2 major ity to 
sell out to Niagara Mohawk Co. This municipal plant, serving an 
urea Compr ised of 22,000 people, is only some 50 miles from Niagara 
Falls. They were not impressed by the potential savings that would 
be afforded to them through the purchase of so-called cheap electric 
power. They realized that the major costs to serve them were not 
production costs, but rather the heavy investment costs required to 
bring the power produced to the switches in their homes. 

In conclusion, let me say that the less than 3 percent of the con- 
sumers served in our State by municipal plants, public agencies and 
cooperatives are protected, perhaps more than they should be, under 
the Ives-Javits bill, wherein it states—and I now want to refer to the 
amendment that was proposed by Senator Javits this morning. When 
I came down here to Washington I was going to speak in support of 
the Ives-Javits bill that was presented to you gentlemen. The amend- 
ment that has been proposed by Senator Ives to section F of the bill. 
We just got it this morning. We would like to study it, but we think 
that it is something that we can live with and I shall now conclude 
my statement by saying most earnestly that we would like to get the 
Niagara power author ized and get the job underway and we think we 

can work this out with the power authority under New York State 
law. 

Senator Kerr. Why do you not go ahead and do that ? 

Mr. Ginna. Well, I have been trying to build the Niagara project, 
I think I have been down before you now for about 6 years. 

Senator Kerr. Why do you not just go ahead and build it? 

Mr. Ginna. Let them build it. I want to be sure when they build 
it I get my share. 

Senator Kerr. Why do you not go ahead and build it? 

Mr. Ginna. Six hundred million dollars is a lot of money for me to 
handle. 

Senator Kerr. Why does not the New York Power get it 

Mr. GINNA (interposing). They have to get a license from the 
Federal Power Commission; they cannot get the permission because 
of the inaction of the Congress. 

Senator Kerr. You mean that the Congress is going to have to au- 
thorize it before it can be built ? 

Mr. Ginna. I think that the reservation to the treaty and I might 
say that my company has appeared on behalf of the reservation in 
the circuit court to sustain the action taken by your body. 

Senator Kerr. Then Congress is going to ‘have to authorize it be- 
fore it can be built ? 

Mr. Ginna. I think the reservation is O. K. Senator. 
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Senator Kerr. I say, Congress is going to have to authorize it be- 
fore it can be built ? 

Mr. Ginna. I think so, Senator, that is my opinion. 

Senator Kerr. Suppose Congress authorizes the project on a basis 
that would protect a commitment that has been made to you and on 
the basis that would enable the New York Power Authority to finance 
the project and build it. What more than that would your customers 
need ? 

Mr. Ginna. Not a damn thing, that will suit us fine. 

I didn’t mean to say that, I wanted to be emphatic. We will accept 
that. 

Senator Kerr. And if we do that then you will neither rebel nor 
sue us about anything else 

Mr. Ginna. I love Washington, I will not have to come down here 
so much any more; I will be very happy. 

Senator Kerr. I will tell you right now, for a man that is in an in- 
dustry built on the exact sign of engineering principles and technique 
you have an amazing facility to either decline or avoid answering 
the questions. [Laughter.] 

I would be very happy if you would give us the assurance if the 
bill we passed would permit those two things, that your company 
would then feel that it would not have to go to court about anything 
else that the bill might do. 

Mr. Guyna. No, sir; we will not go to court. If you will do the 
two things that you say to protect the amount that has been promised 
to me and permit the power authority to go ahead, I will be very 
happy. 

Senator Kerr. Thank you. 

Mr. Ginna. Thank you, sir. 

Senator Kerr. Mr. Lindley Murray. 

All right, Mr. Murray. 


STATEMENT OF R. LINDLEY MURRAY, CHAIRMAN, BASIC INDUS- 
TRIES POWER COMMITTEE, LEWISTON, N. Y. 


Mr. Murray. Mr. Chairman, my name is R. Lindley Murray and 
I live in Lewiston, N. Y., which is right next to Niagara Falls, N. Y. 

I am chairman of the board of directors of Hooker Electrochemical 
Co. and have been engaged in the basic chemical industry in Niagara 
Falls since 1916—that accounts for some of my gray hairs. 

Senator Kerr, before I start with my talk I would like to say that 
I was so much interested in your o ae statement this papas, that 

) ] 


I asked for a transcript of it a little before it would normally be 
available. 

I would like to say that in my opinion your approach toward a set- 
tlement of this whole problem is very fine. I thought it was excellent 
and I thought you made a very fine statement. 

Senator Kerr. I appreciate that very much, Mr. Murray. I was 
quite sincere in what I said. 

Senator Gore. Off the record. 

(Discussion off the record.) 

Mr. Murray. Senator, I was going to say that at the end, but I 


thought maybe you have been very busy and you might have to leave 
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for another appointment and you might not be here at the end, so 
I thought I had better say it at the beginning. 

Also, I am not sure that I can compete in the excitement and in- 
terest with the last witness, but I will do my best. 

I might say that this is quite a brief statement; I will read it very 
hastily, interrupt me any time you wish. 

The Hooker Co. includes the former Niagara Alkali and Oldbury 
Electrochemical Cos. We employ about 3,300 employees in Niagara 
Falls. 

Subsequent to the Schoellkopf collapse on June 7, 1956, a majority 
of the basic electrochemical, electrometallurgical and other industries 
dependent upon low-cost power in the Niagara Falls area organized 
as the Basic Industries Power Committee. I was elected its chairman 
and appear here today before your honorable committee in that 
capacity. 

he Lestabeks of the Basic Industries Power Committee are the 
Carborundum Co., Certain-Teed Products Corp., General Abrasives 
Co., Inc., Great Lakes Carbon Corp., Hooker Electrochemical Co., 
International Graphite & Electrode division of the Speer Carbon Co., 
International Minerals & Chemical Corp., International Paper Co., 
Kimberly-Clark Corp., Olin-Mathieson Chemical Corp., Pittsburgh 
Metallurgical Co., Inc., and titanium-alloy manufacturing division 
of the National Lead Co. 

The members of our Basic Industries Power Committee employ in 
the Niagara Falls area over 15,000 workers. 

The industries constituting our committee manufacture basic and 
other chemicals, graphite and carbon electrodes, abrasive products, 
ferro alloys of all kinds, including silicon, chromium, and manganese, 
titanium and zirconium products, and paper roofing products. Other 
companies in the Niagara Falls area who do not happen to be members 
of our committee also manufacture similar products. 

In this statement I refer to all those companies who are similarly 
situated in respect to power, whether members of our particular com- 
mittee or not, as the Niagara Falls area industries. 

The Niagara Falls area industries were attracted to their present 
locations starting about 1895—or even a little earlier—by low-cost 
hydroelectric power. I would like to illustrate this attraction by low- 
cost power by a few facts concerning my own company because I am 
most familiar with it and because I think it is representative. 

Our Oldbury plant who merged with us a little while ago was estab- 
lished in Niagara Falls in 1896 and was the first large-scale producer 
of phosphorus in the United States. 

Senator Kerr. At that point, Mr. Murray, where do they get the 
raw products, the phosphate ? 

Mr. Murray. They get it from Florida. 

Senator Kerr. It is shipped up there from Florida? 

Mr. Murray. Yes. 

Senator Kerr. Well now, was that the source of their supply when 
they started or do you know ? 

Mr. Murray. To the best of my knowledge it was—do you know, 
Dave? Iam quite sure it was. 

Senator Kerr. Fine. 


91898—57 15 
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Mr. Murray. Our Niagara Alkali plant established in 1900 was the 
first company to produce. liquid chlorine commercially in the United 
States—that was in 1900. In 1906 the Hooker Co. established in 
Niagara Falls its caustic soda and chlorine plant. Today, Hooker has 
grown to be one of the major industries of the area 

This shows how deep the roots are and how far back they go. 

Power at low cost is essential to most of these industries. It is in 
the nature of a raw material. The percentage of total manufacturing 
costs represented by power for the basic chemical and met tallurgical 
products manufactured by members of our committee varies from about 
10 to 30 percent. These industries have grown and developed in the 
Niagara Falls area over a period of about 60 years. These plants 
represent an investment of several hundred million dollars. They 
constitute the greatest single aggregation of electro-process opers ations 
in the United States. 

The Niagara Falls area industries provide about 38,000 jobs for 
workers and support an industrial economy of over 100,000 people. 

These industries have made some real contributions to the war and 
defense efforts in the First World War, Second World War, in the 
Korean war, and many of the industries received many Army-Navy 
“E” awards evidencing that. Presently they make a substantial con- 
tribution to the national defense effort. 

The importance of the Niagara Falls industries to the war effort 
is indicated by the fact that in 1942 the United States arranged for 
an additional diversion of the waters of the Niagara River in order 
to provide additional hydroelectric power and F ederal war agencies 
assigned that power among the Niagara Falls industries. 

The magnitude of the industrial operations at the falls is shown not 
only by the employment created and the population supported, but 
also by the amount of power and energy taken. The falls industries 
prior to June 7, 1956, took under contracts and tariffs about 575,000 
kilowatts of electric power. The load factor of these companies is 
very high and they used about 4.5 billion kilowatt-hours of electric 
energy annually. The average load factor is well over 80 percent, 
with arange from about 70 percent to 99 percent. 

The falls industries are located within about 5 miles of the proposed 
project works at Lewiston. Transmission costs and losses will be at a 
minimum. 

The Niagara Falls area industries have been receiving most of their 
power at 25 cycle. The plans for the redevelopment of the Niagara 
at. Lewiston provide for 60-cycle generation. In order to utilize 
Niagara power, the industries must face up to the enormous problem 
of conversion of their facilities from 25 to 60 cycle. It is estimated 
that the cost of this conversion will be something like $40 million to 
$50 million. 

Prior to the collapse of the Schoellkopf station, Niagara Mohawk 
was able to produce by the diversion of the Niagara River about 
445,000 kilowatts, of which 373,000 kilowatts was 25-cycle power and 
was sold to industry. 

The Power Authority of New York has recognized certain con- 
siderations which we are presenting to this committee. 

In the resolution adopted on February 5, 1957, setting forth a 
tentative allocation of Niagara Power, the power authority stated: 
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It is essential that an amount of power at least equal to that generated at the 
falls prior to the collapse of the Schoellkopf plant be allocated for existing 
industry at Niagara Falls, which is vital to the defense of the country and the 
economy of the Niagara frontier, 


In his letter to Senator Clark dated March 12, 1957, the chairman 
of the power authority stated: 


* * * the Niagara * * * has been a source of hydroelectric power since the 
eighties. Some 35,000 * * * are employed by the electrochemical and electro- 
wetallurgical establishments which are the backbone of the economy of the 
Niagara frontier and are vital to the defense of the country. They settled and 
stayed in Niagara Falls solely because of the availability of low-cost power. 


And again: 


The power authority’s project will produce 1,800,000 firm kilowats * * * but 
in order to get Niagara Mohawk to give up its share, it will be necessary for 
the authority to sell it 445,000 kilowatts. * * * This power must be sold to 
local industry as was most of the power produced there by Niagara Mohawk 
over the years, unless Niagara Falls and its environs is to become a ghost town. 
Such industry to which the cost of power is a determining element in doing 
business will need another 250,000 kilowatts within the next 5 years for 
expansion. 


That is the result of a survey that was made. 


Niagara power will cost a high-load-factor customer about 3% to 4 mills at 
the bus bar. 


Still quoting the authority : 


Niagara power project is of great importance to the people of western New 
York. Unless it is realized soon, vital industry will move away. 

Senator Kerr. May I interrupt you there? I want to say to you 
that I agree with that statement very, very much. That is the reason 
that I was quite surprised to hear the witness who first testified this 
ufernoon as a carryover from this morning, that unless Congress 
authorized this project to be operated substantially, if not exactly i in 
accordance with the preference clause of the State of New York, that 
his company would take means to bring litigation to prevent its being 
built under the authorization as Congress might enact it. 

Do you think we need to take that very seriously / ¢ 

Mr. Murray. Well, it would be very difficult for me to give an 
opinion as to how seriously you should take somebody else, but I do 
not think it is a very serious situation. 

Senator Kerr. But you have been down here to Washington a lot, 
have you not, Mr. Murray ¢ 

Mr. Murray. Yes, I have; but not on this power thing. 

Senator Kerr. I know; but generally ? 

Mr. Murray. Yes, sir. 

Senator Kerr. And you know that Members of the Congress, in the 
discharge of their duties, look at many elements and regard many con- 
siderations in making up their mind with reference to legislative 
action. It has been said by fairly well-informed people that most 
legislation is the result of compromise—and that does not mean sac- 
rifice of principle, but describes the legislative process where men 
from every section of the country meet together and where a majority 
of those people have to agree to ‘something before this legislative sys- 
tem can a it out. My “judgment is that the members of this com- 
mittee want to get a bill out of here that they can pass through 
the amie which will meet the needs of the area in which this 
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project is to be located and at the same time, as nearly as possible, con- 
form to deep convictions which the Members of the Congress have 
with reference to these power projects. 

Would you say that we would be serving your community best if 
we did the best we could to get a bill out of here that would come as 
near as we could make it to meeting those various objectives? 

Mr. Murray. I sure would. And I would like to say it again—I 
certainly would. 

Senator Neupercer. Mr. Murray—Mr. Chairman, may I ask Mr. 
Murray one question at this point ? 

Senator Kerr. Certainly. 

Senator Neusercer. Mr. Murray, how many of the industries which 
you are representing here—of the Basic Tithaitiien Power Commit- 
tee—have representatives in the Pacific Northwest or in the southern 
California-Los Angeles area—have installations, I should say ? 

Mr. Murray. I am glad you asked that because I really wanted to 
tell you that I, for one, have, at Tacoma, Wash. 

Senator Neusercer. You have a Hocker plant at Tacoma? 

Mr. Murray. Yes, sir. 

Senator Neusercer. Now, what other branches ? 

Mr. Murray. The Carborundum Co. has. 

Senator Neusercer. Where is the Carborundum ? 

Mr. Murray. At Portland. 

Senator Neusercer. That is what I thought. Then International 
Paper Co. ? 

Mr. Murray. International Paper does. I am not sure whether 
Kimberly-Clark does or not; I think they are mostly in the Middle 

fest. 

Senator Neusercer. Now, let me ask you, Have you canvassed these 
installations, these plants which do have branches or subdivisions— 
whatever you want to call them—in the Northwest, as to their opera- 
tion out there ¢ 

Mr. Murray. Yes, we have had many committee meetings and we 
have passed back and forth across the table all the time. 

Senator Neusercer. Has their operation been successful and sat- 
isfactory ¢ 

Mr. Murray. Very. 

Senator Neusercer. Have they experienced difficulty out there be- 
cause of the public power preference clause in securing a steady sup- 
ply of energy ? 

Mr. Murray. I think they have not. I know we have not. 

Senator Nreuspercer. You have not ? 

Mr. Murray. We have not. 

Senator Neusercer. Thank you very much. 

Mr. Murray. We are glad that our problem has thus—and refer- 
ing back to those quotes— 


has been thus recognized by the power authority and its chairman. 
We are also glad that S. 1037 recites— 

that the power generated at such facilities— 

that means the Schoellkopf plan— 


was largely used by electrochemical and electrometallurgical industries vital 
to the defense of the United States and employing a large proportion of all 
workers resident in the vicinity. 
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Prior to the Schoellkopf disaster, Niagara Falls industries, be- 
cause they are high-load-factor consumers, were receiving electric- 
ity at an average cost of about 414 mills per kilowatt-hour. I wish to 
emphasize that this cost is dependent upon taking power at a very 
high load factor. Even when industry might receive Niagara power, 
the redeveloped Niagara power, they will not be in as good a situa- 
tion as prior to the Schoellkopf disaster when account is taken of 
transmission and conversion to 60-cycle costs. 

Senator Kerr. Would you explain that to me, the difference be- 
tween the cycles ¢ 

Mr. Murray. I can explain that, but I would like to ask our counsel 
for our committee, he has everything right at his fingertips. Will 
you explain that, Mr. Landy ¢ 

Mr. Lanpy. The power at Niagara has over the years been deliv- 
ered chiefly at 25 cycle. There is really a separate 25-cycle system. 
The system in western New York, chiefly around Niagara Falls, has 
a load of 650,000 kilowatts of 25-cycle power. That power came from 
the diversion of the waters of the Niagara, from power purchased 
from Canada, from power produced, the Huntly plant and from fre- 
quency changes, which converted the power from 60 cycle to 25 cycle. 

Prior to Schoellkopf there was a capacity of about seven-hundred- 
odd thousand kilowatts of 25 cycle to meet the demand of 650,000 kilo- 
watts. 

The present tendency for the last 15 years is to have all power at 
60 cycle. 

Senator Kerr. What I am trying to get into my mind is what is 
the difference between 25-cycle power and 60-cycle power. 

Mr. Lanpy. Well, that is a technical question. I think the most 
qualified person in the room to answer is Mr. Howell. That is an 
engineering question, really, and I would defer to him. He is the 
chief project engineer for Niagara Mohawk and I do not think a mere 
lawyer is qualified to really answer that question. 

Senator Kerr. Now there is one man here that I am sure would 
undertake to answer it. Where is Mr. Ginna? 

Mr. Ginna. Right here, Senator. [Laughter.] 

Well, when we started in the power industry years ago 25 cycle 
was the acceptable way; it has to do with the winding of the turbines 
that make the power, but it has become quite costly and so the trend 
in the industry has been to 60 cycle. But in western New York where 
these electrochemical plants were originally located years ago, all of 
the power, the Schoellkopf station, was 25 cycle. We had some 25 
cycle in Rochester, and we had it for the purpose of operating the 
street railway system, converting 25 cycle into direct current. Well, 
the street railway system went by the boards like it has in a lot of 
places, so we had no necessity for the direct current any longer, we 
got rid of our 25 cycle, but that has been the general trend. 

Senator Kerr. I am sure that you are surprised to find out there 
is something I do not know and probably shocked to have me acknow]l- 
edge it. [Laughter.] But I want to tell you that I have listened to 
the discussion here of changing from 25 cycle to 60 cycle power and 
while I do not think that it is an absolute necessity that I understand 
that before I vote on this bill it has aroused my curiosity no end 
because it is a differentiation that I at this time do not understand 
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and if you would, I would like to have you just explain it like you 
would a high-school group that you were the teacher of. 

Mr. Ginwa. Well, I do not think I could tell you just precisely the 
way you would like it. 

Mr. Murray. Mr. Foscue is here and I am sure he could do that 
for you. 

Mr. Ginna. He will give it to you in a very simple way. 

Mr. Murray. Mr. Foscue is with the Electro Metallurgical Co. 
which is a division of Union Carbide & Carbon Corp. 

Mr. Foscur. In very simple terms the original electropower flowed 
in one direction all the time, alternating current changes its direction 
from one direction to another. Twenty five cycle changes 25 times a 
second; 60 cycle changes 60 times a second. [Laughter.] 

Senator Kerr. Now you see there, Senator Neuberger, I told you. 
{ Laughter. ] 

Senator Kexr. Go right ahead, Mr. Murray. 

Mr. Murray. If you were to come up to Niagara Falls and go into 
my office you would pretty soon begin to look at the lights, you ‘would 
say, “What the hell is the matter with these lights; they are kind of 
flickering like this.” That is because it is 25-cycle current. Sixty 
eycle is so fast you cannot see it flickering, so it is steady. Twenty- 
five cycle is slower and it is a technical thing and I am not an electrical 
engineer. So we are really together on not quite understanding the 
difference between 25 and 60 cycle, but I know it makes a hell of 2 lot 
of difference in running a plant. 

Senator Kerr. Senator Gore? 

Senator Gore. Mr. Ginna said it involved the winding of the gen- 
erators. Does the conversion also involve the winding of the motors 
and the facilities, incandescent lamps, and what not that use the cycles? 

Mr. Murray. The motors would all have to be rewound; the trans- 
formers would probably have to be replaced: some might be able to 
be rewound and the conversion equipment which so many of us use 
to convert from alternating to direct current for our electrochemical 
operations would have to be completely changed. It is a very basic 
change. 

Senator Gore. T hough it involves a different thing in some respects, 
it is comparable to the difference in a 2-phase motor and a 3-phase 
motor ? 

Mr. Murray. Yes, it is. 

Senator Gore. 1 am going to try to explain it to my friends. 

Mr. Murray. Since the Schoellkopf disaster, the Niagara Mohawk 
has done a good job of supplying the necessary amount of power. 
However, the power has been charged to Niagara Falls industries at 
a very high rate, namely, about 7 “miles per kilowatt-hour; and the 
average cost has risen to about 614 mills to our particular committee, 
The proposed tar iff which Wiebane Mohawk has filed with the Public 
Service Commission of New York since the Schoellkopf disaster 
would result in an increase in charges to Niagara Falls industries 
for 25-eycle electricity alone of almost $6 million per year. 

I would say that it has already resulted in that, at that rate. That 
is from $15 million up to about $21 million per year. 

Power at a cost of 3 to 4 mills per kilowatt-hour is available to 
competitors of the Niagara Falls industries located elsewhere in the 
United States and who also manufacture the same products. The 
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chemical and metallurgical industry is highly competitive and the 
price for power is really very crucial to us. 

Since the Schoellkopf disaster, the solicitation of Niagara Falls area 
industries to locate or expand elsewhere has increased. 

If the redevelopment of the Niagara River were undertaken im- 
mediately, power would probably not be available for delivery until 
1960 to 1962. For a period of 4 to 5 years, the Niagara Falls in- 
dustries, therefore, must face a serious problem of high cost for 
power and the expensive problem of conversion and related costs. 

We are concerned about 8. 512—Senator Clark’s bill—in that it 
does not make any reference to the needs of the industries of the 
Niagara Fallsarea. Because of our concern, our couns Mr. Landy, 
who has just been speaking—-wrote to Senator Clark requesting his 
views as to how the established Niagara Falls industries would fare 
under S. 512. We were pleased that Senator Clark wrote our counsel 
as follows—this is the entire letter : 

The New York State Power Authority would have responsibility for dis- 
tributing the power, but since the bill would develop far more power on the 
Niagara River than has ever been developed before, I take it for granted that 
the authority would meet the requirements of the industries which have been 
using Niagara power heretofore. I would assume moreover that the authority 
would give sympathetic consideration to using a part of the added supply for 
industrial expansion on the Niagara frontier. 

I must say I’m still somewhat bothered about the lack of mention 
or specific provision for industry in Senator Clark’s bill, but we are 
obliged to Senator Clark for recognizing in his statement yesterday 
before this committee the need for amendment to his bill in this re- 
spect, and for this we are very thankful. 

Now, S. 1037, the Miller-Ives-Javits bill makes a general reference 
which appears to provide for the requirements of the Ni: agara Falls 
aren industries. I refer to section 3 (c) on page 4 in lines 29-95 of the 
bill which specifically allocated 445,000 kilow atts of power to Niagara 

Mohawk, “for the same general purposes for which power from 
project 16 was utilized, and in order to restore as nearly as possible 
low power costs.” 

A substantial portion of the power from project 16 was committed 
under tariffs filed with the Public Service Commission and contracts 
made with members of our committee and other similarly situated 
industries. It seems to us in view of the recitals in S. 1037 in sec- 
tions 1 (b) and 1 (c) that the clear intent of the bill is to restore 
low-cost power to the industries formerly taking power from 
project 16. 

In the opinion of our committee, there is substantial equity in the 
provision of section 3 (c) of S. 1037 which allocates to Niagara Mo- 
hawk the same amount of power as it could produce under its project 
16 license. However, we sincerely believe that the benefits of that 
provision carry with it the responsibility of continuing to supply the 
customers who were served under that license before the Schoellkopf 
disaster. 

Senator Kerr. In other words, then, if we pass a bill indicating a 
preference to Niagara Mohawk for a portion of the power to be gen- 
erated, I take it that you would feel that equity would be served if 
it were made clear that that allocation of power was being made for 
the benefit of those customers of Niagara Mohawk who had previously 
heen receiving that power? 
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Mr. Murray. Yes, sir. 

Senator Kerr. Go right ahead. 

_ Mr. Murray. We assume that Governor Harriman in recommend- 
ing yesterday a fair provision for Niagara Mohawk had in mind also 
a fair provision for the industries affected. 

Senator Kerr. I want to say, Mr. Murray, that that presents a 
very interesting viewpoint and one that I entirely approve. 

Mr. Murray. Well, thank you, Senator Kerr. 

Senator Kerr. Your people feel that in licensing this project or 
in authorizing it, consideration should be given to the equity involved 
in meeting the needs of those customers who had previously been 
served from power from this source ? 

Mr. Murray. And who will not have power when they cannot bring 
it in from Canada any more, which may be within 3 or 4 years. 

Senator Kerr. Now then 

Mr. Murray. Yes, I do. 

Senator Kerr. Then you can understand how we might have the 
same kind of a feeling for other customers in the area for whom we 
feel that provision should be made and equity observed, and in doing 
so operate on a basis that excluded neither at the expense of the other. 

Mr. Murray. I certainly recognize that. 

Senator Kerr. Yes, sir; go right ahead. 

Mr. Murray. In conclusion, the basic Industries Power Committee 
wishes to urge upon this honorable committee that the situation in 
the Niagara Falls area is extremely critical. It is properly described 
as a real emergency. The taking of power by industry since the 
Schoellkopf disaster has lessened by over 11 percent. Decisions 
which could not wait have already been made in favor of location of 
certain industrial expansion or activity elsewhere, whereas if power 
at low cost could be reliably anticipated in the near future at the 
falls such expansion would have been more desirable in that area. 

We hope and sincerely urge that the redevelopment of the Niagara 
be authorized and undertaken promptly. This is the only way to 
protect and stabilize the Niagara Falls industries and the employ- 
ment which they provide and the population which they support. 
The Niagara area must look forward to some kind of equitable resto- 
ration of the situation prior to the Schoellkopf disaster. Otherwise, 
it will be almost impossible for the owners and managers of the indus- 
tries there to plan for the difficult years ahead. 

In conclusion we urge this committee to formulate and report out 
a workable bill so that the power authority can get started and get 
on with the job. 

Senator Kerr. Thank you, Mr. Murray, for what I feel to be a very 
reasonable presentation of a very serious matter, and I want to entirely 
return the compliment which you gave to the chairman at the begin- 
ning of your testimony. 

Mr. Murray. Well, thank you very much. 

Senator Kerr. Any questions? 

Senator Neupercer. I would just like to say I agree with the chair- 
man’s analysis of Mr. Murray’s very helpful contribution. 

Mr. Mvrray. And, Senator, I might say that I am from the Pacific 
coast. [Laughter. ] 

Senator Neunercer. And you are wearing shoes. [ Laughter. ] 
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What part of the coast, Mr. Murray ¢ 

Mr. Murray. Well—— 

Senator Kerr. Wait just a minute—you do not have to answer that 
question. | Laughter. | 

Mr. Mcrray. I was born in San F rancisco and moved east, unfor- 
tunately, about 44 years ago, but ever since we got a plant in Tacoma 
I go out there 3 times a year. 

‘Senator Newnercer. And I particularly want to ask you about 
Tacoma, because my mother was born in Tacoma. You will agree 
that out there in Tacoma that people are civilized and they cook their 
food before eating it, and so on / 

Mr. Murray. Y es, Sir. 

Senator Neusercer. Thank you. 

Senator Kerr. Mr. H. H. Woods. 

Senator Gork (presiding). You may proceed, 


STATEMENT OF H. H. WOODS, OF BUFFALO, N. Y. 


Mr. Woops. Members of the committee, my name is Homer Woods, 
of Buffalo, N. Y. I am pleased to appear before you on behalf of a 
group of Buffalo companies, 36 in number. They are listed in the 
statement which I am filing with you. 

Senator Gore. That statement’ will be incor porated in the record 
at this point. 

(The statement referred to is as follows :) 


STATEMENT ON BEHALF OF AIR REDUCTION SALEs Co., DIVISION oF AIR REDUC- 
TION Co., INC., ALLEGHENY LUDLUM STEEL CoRP., THE AMERICAN RADIATOR & 
STANDARD SANITARY CorP., THE ATLAS STEEL CASTING Co., BARCALO MANUFAC- 
TURING Co., BUFFALO BRAKEBEAM Co., F. N. Burr Co., INc., BECcO CHEMICAL 
DIVISION OF Foop MACHINERY & CHEMICAL CorP., THE BUFFALO Sia@ Co., INC., 
Crry Propucts Corp., Crry Ick & Fur. Division, CoLorapo Furr & IRON Corp., 
WICKWIRE SPENCER STEEL DIVISION, THE COLUMBUS MCKINNON CHAIN CorP., 
CONTINENTAL GRAIN Co., THE Crospy Co., DONNER HANNA COKE CorpP., GENERAL 
MILLS, INc., Hewi1tt-Ropins, INc., HOUDAILLE INDUSTRIES, INCc., INTERNATIONAL 
MILLING Co., LACKAWANNA STEEL CONSTRUCTION CorP., LARKIN WAREHOUSE, 
LEHIGH PORTLAND CEMENT Co., McKatc-Hatcu, INC., MERCHANTS REFRIGERAT- 
ING Co., NATIONAL ANILINE DivIsION, ALLIED CHEMICAL & Dye Corp., NIAGARA 
LirnHoGgrRaApi Co., PILLSBURY MILLS, INC., REPUBLIC STEEL CorRP., RUSSELL MILLER 
MILLING Co., SPAULDING Frere Co., INc., STANDARD BuFFALO Founpry Co., 
TONAWANDA ELEcTRIC STEEL CASTING CoRP., THE WILLIAM SIMON BREWERY, 
J. H. Witt1aAMs & Co., BUFFALO, N. Y. 


The 36 companies named above constitute a very important segment of the 
industrial development without which the city of Buffalo as we now know it 
would not exist. But the importance of their operations extends far beyond 
western New York. Take just 1 illustration, the flour milling industry repre- 
sented by 5 of the companies on whose behalf this statement is made. The 
flour milling industry in Buffalo is producing approximately 1 million tons of 
flour a year, making Buffalo the largest milling center in the world. Any loss of 
this industry would be a major dislocation resulting in economic waste to the 
country at large. 

The operations of the companies I have mentioned are based primarily upon 
large amounts of 25-cycle power, the availability of which has been placed in 
jeopardy by the loss of the Schoellkopf station. 

The position of these Buffalo industries can be stated simply. The time has 
come for action. This project must be started this year. No longer can we 
afford the luxury of endless debate. The loss of the Schoellkopf plant has put 
2i-cycle power on a temporary basis. Industry cannot long operate satis- 
factorily on a temporary power basis. Industry will not expand on this basis. 
That is clear. To hold many of our most important industries in western New 
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York, a start must be made on this project. When they see construction actu- 
ally started, there will be a restoration of confidence in the power situation in 
western New York which is essential if industry is to continue there and to 
expand. 

The Schoellkopf station was the heart of an industrial power system of 650,000 
kilowatts of 25-cycle power. The older industries in Buffalo rely upon this 
power. Today with the collapse of the Schoellkopf station and the announced 
policy of the company not to build any 25-cycle general, this 25-cycle system 
is on its last legs. It must be replaced by power from this project. One cannot 
overemphasize the fact that this 650,000 kilowatts of 25-cycle power must be 
replaced by low-cost power from the Niagara project. 

The companies relying primarily upon 25-cycle power also use about 200,000 
kilowatts of 60-cycle power. For these companies to continue on a tempo- 
rary basis and to convert to 60-cycle power there must be assuriénce that the 
project is to be undertaken promptly and that power from the project (esti- 
mated capacity 2 million kilowatts) will be made available to them to meet their 
present requirements of 850,000 kilowatts. 

This project is at Niagara Falls. This legislation will apply to this par- 
ticular project and to none other. Its provisions should be determined in the 
light of the facts existing at Niagara Falls and in the territory to be served, 
and not on the situation in some other part of the country. If the requirements 
of the municipally owned systems and of the rural electric cooperatives in this 
territory are determined on a realistic basis there should be no difficulty in 
approving legislation which will permit the allocation of this power to preserve 
the important industries which have been developed and are now existing in 
western New York and at the same time take care of the others who should 
have their share of this power. 

In conclusion, may we say again, let’s get this project underway. 

Mr. Woops. I will not go over the names except I would like to 
say that if you will notice that they are representative of the major 
industries upon which the economy of Buffalo exists. For example, 
in the milling industry there are included in that list such companies 
as General Mills, Pillsbury; for the steel industry Republic Steel: 
for the chemical, Allied Chemical and I am sure you will recognize 
many of the other names. 

Now, these companies, the operations of these companies is based 
upon and depends upon 25-cycle power today; the Schoellkopf plant 
was the heart of a great industrial power system consisting of 25 
cycle power of a total capacity of 650,000 kilowatts. 

The first point I want to make to the committee is that with the loss 
of the Schoellkopf station and the announcement of the power com- 
pany that they are not going to rebuild or build any more 25-cycle 
power, that we have here not just a case of a loss of a power station, 
Important as it may be, but we have here the coming to an end of an 
entire system of industrial power consisting of 650,000 kilowatts 
‘apacity. 

Now, the termination of that industrial system has been scheduled 
or we have been advised will come to a close in about 3 vears. Power 
is being furnished to these industries on a temporary basis. They 
have been told that they cannot. rely upon that power more than 
until 1959—just about the period required to build this project. And 
I cannot state too strongly to this committee the necessity of pro- 
ceeding with this project this year so that there will be available to 
this industry, or these industries upon which the economy of Buffalo 
rests, the power from the new project at the time of this temporary 
period. 

Of course, I can observe that any operation of large industries 
like these on a temporary basis is most unsatisfactory. Expansion 
is not made on a temporary basis, and we must be in a position to give 
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assurance to these industries that. this project is getting underway 
and when it. is completed that. their requirements will be met. by the 
power from this project. 

Now, these companies are faced with several major matters at the 
present time, not only the problem of operating on temporary power 
but. also faced with this conversion problem which you just mentioned 
a minute ago. 

Mr. Murray said that estimates showed that the cost of conver- 
sion at Niagara Falls would be somewhere in the neighborhood of 
340 million. 

Senator Gorr. To break that down into terms of motors, with which 
| have some familiarity, what would be the cost of rewinding a 
100 horsepower motor from 25-cycle to the use of 60-cycle power ¢ 

Mr. Woops. I can’t give you that detail, Senator, except I can 
give this information to you, 1 believe, that the cost of converting m 
the case of motors is far more expensive than in the case of industrial 
furnaces and runs as high as $500 a kilowatt in the case of motors. 

Now I think that includes not only the motors themselves, but 
changes must be made in connection with the motors, that is the 
drives. But I believe that the estimates today show that the change 
required in motor load is running as high as $500 a kilowatt capacity. 

Senator Gore. Well, now, of course, when you rewind you also 
recondition; does that estimate take into consideration the benefits of 
a reconditioned motor ¢ 

Mr. Woops. No, it does not. I believe that 

Senator Gore. That would be considerable, would it not? 

Mr. Woops. Yes, and it would vary with the particular situation 
involved. There would be an element of improvement, yes, you 
would come out perhaps with a better motor, or in some cases it is 
cheaper to replace the motor, in which case you have a new motor 
in lieu of an old motor, a longer life. 

Senator Gore. If the job of rewinding and reconditioning is effi- 
ciently done, presuming that your skeleton is good in the first instance, 
the reconditioned motor may well be as good as a new motor. 

Mr. Woops. Right. 

Senator Gore. So the improvement would be a matter of substan- 
tial sums ? 

Mr. Woops. It could be in a given case. In some cases it would be 
considerably less. It would depend upon the life of the present motor 
as compared with the life of the rewound or new motor. 

Senator Gore. In the instances in which you had to discard the 
motor, you would only have a recovery of scrap ? 

Mr. Woop. Right; yes, sir. 

Senator Gorr. You may proceed. 

Mr. Woops. Stone & Webster is now proceeding with the help and 
estimates on this total conversion cost in Niagara Falls and Buffalo 
and so we do not have exact estimates, They are rough at this time, 
but it is generally thought that the conversion costs of Buffalo indus- 
tries will be even greater than the Niagara Falls and Mr. Murray 
estimated them to be somewhere in the neighborhood of 30 or 40 mil- 
lion dollars, I believeNiagara Falls, that is. 

Senator Gorr. Would you relate this conversion cost to the cost of 
new equipment for the purpose and to the extent of the same power 
load ¢ 
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Mr. Woops. Well, Senator, I do not know whether I am answering 
your question for sure, but I think in some cases it is found it is 
cheaper to buy new motors; in other cases, it is found cheaper to 
rewind the old motors, if that answers your question—I am not sure. 

Senator Gore. Well, you certainly started in that direction and 
perhaps you only have estimates, but if you could place in the record 
an estimate of the value of improvement in the event of conversion 
and relate the total estimated cost of conversion to the total cost of 
new equipment in the system, we would appreciate it. 

Mr. Woops. Senator, I cannot. 

Senator Gore. Do I make myself plain ? 

Mr. Woops. Yes, I think you do but I cannot in our case. I will 
say this to you, that in other parts of the country where this con- 
version has been made, I noticed one place that there was a sugges 
tion that on the overall average, if you will, it was about 50 percent 
difference. 

Senator Gorr. Well, I think that is sufficient. 

Mr. Woops. Now, whether that is true in this case, we are not that 
far along and I cannot tell you. 

Senator Gore. That is sufficient for the record. 

Mr. Woops. But the point I do want to make to you gentlemen and 
our situation in Buffalo is substantially the same as Mr. Murray 
stated at Niagara Falls, that this industry upon which the economy 
of Buffalo rests, and it is the older industry, it is the oldest established 
industry in Buffalo, that it 1s based upon industrial power system and 
it is going, days are numbered, and that they are faced with conver- 
sion situations that are going to cost someone a very large sum of 
money. 

Now, to continue in Buffalo that industry must have assurance 
that this project is getting underway and when it is completed that 
they will have allotments there that will replace that which has been 
lost to them. 

In that connection I want to say that their total requirements here, 
existing requirements, are approximately 650,000 kilowatts. They 
are using an additional 650,000 kilowatts 25-cycle power about 200,000 
kilowatts of 60-cycle power. If I misspoke, it is 650,000 kilowatts of 
25-cycle power. 

Now, the second point I would like to make: I had the opportunity 

of discussing this problem last night with a representative of the 
nunicipal- owned plants in western ‘New York, and in exploring this 
matter I didn’t find, as between him and me, any substantial differences 
of opinion. As far as I was concerned, I am sure that we want them to 
have allocations from here which will take care of their existing 
requirements and something for expansion, and he, in turn, of course, 
says that, of course they were not interested in any way in seeing 
this great industrial situation destroyed. I have a feeling here that 
this has been thrashed out here, a meeting of the minds, that we are 
much closer together in every way, and for that reason I hope and urge 
and cannot impress upon this committee too much, the necessity of 
getting out a bill to permit this project to be started this year. 

Now, in connecion with drafting the bill, just one point. To me 
it is really unthinkable that anything will be done here which would 
prevent the continuance of the great industries at Niagara Falls and 
Buffalo which have heretofore relied upon 25-cycle power and that 
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this legislation will contemplate the continuance of that industry and 
I would like to urge that if that is the intention—and I think surely 
it will be the decision—the provisions of the bill must clearly make 
that clear. 

The reason I make that point is that in S, 512 I do not find any 
authorization for the sale of power to industry to meet this situation 
and I think it is so important the number of people affected here, if 
we had dislocation of any major industries the economic waste to 
the country would be terrific, the personal hardships would be ex- 
tremely great. This is extremely important and it seems to me that 
the bill as drafted should expressly cover this situation. 

Gentlemen, time is short, I know, and I think that covers the situa- 
tion that I wanted to mention to you. 

Thank you very much. 

Senator Gore. You have been very helpful. Senator Neuberger? 

Senator Nrupercer. No questions. 

Senator Gore. Thank you very much. 

The committee will next hear from A. L. Foscue, Union Carbide Co., 
Niagara Falls, N. Y., from whom we have already heard in that 
lucid explanation to the chairman. 

Mr. Foscur. I might say, Senator, that I am from the South. 

Senator Gorn. Now, that is just wonderful. 

Mr. Foscur. And I have been wearing shoes since I was about 21 
years old. 

Senator Neusercer. You don’t come from the West, do you! 

Mr. Foscur. No; South. 

Senator Gore. Well, you would have been slightly later putting 
them on if you had been from the West, would you not? 

Senator Neusercer. Might have been better shoes. 

Mr. Foscur. I am president of the Electro Metallurgical Co., which 
is a division of Union Carbide & Carbon Corp., and I am speaking 
here as the representative of the company which is a customer for 
electric power in rather large quantities. 

We have a statement in the form of a letter addressed to Senator 
Chavez, and if you think time permits I will read it; if you prefer 
not to take the time I will simply make a very brief statement about 
it. 

Senator Gorn. Off the record. 

(Discussion off the record.) 

Senator Gore. On the record. 

It. will be included in the record. 

(The letter referred to follows :) 

ELECTRO METALLURGICAL Co., 
DIVISION OF UNION CARBIDE & CARBON CorP., 
New York, N. Y., April 10, 1957. 
Hon. DENNIS CHAVEZ, 


Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear SENATOR CHAVEZ: We have read in the newspapers of a public hearing 
to be held on April 10 and 11, by your committee with regard to the matter 
of authorizing construction of a hydroelectric power station on the Niagara 
River in New York State. We respectfully request permission to file this state- 
ment with your committee and that it be incorporated as a part of the record 
of the public hearings. 

Our corporation owns and operates in the city of Niagara Falls several plants 
under the names of several of its operating divisions, namely, Electro Metallurgi- 
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eal Co., Carbide & Carbon Chemicals Co., and National Carbon Co. Electro 
Metallurgical Co.’s plant is by far the largest user of power in that group and is 
also a very large user of power as compared to other industrial users in the 
Niagara Falls area. 

Power is a very important element of cost in the operations of Electro 
Metallurgical Co. in its production of ferro-alloys and calcium carbide in electric 
furnaces. Therefore, it has been the practice of the company to locate and 
operate its plants in areas where an economic power rate is available. It 
located one of its plants very many years ago, about 1898, in Niagara Falls 
because of the availability of an economic power rate. It has expanded its 
plant there because the power rate continued to be economic although only 
relatively so in recent years because other areas of the country have developed 
more economic power. However, the rate at Niagara Falls prior to the incident 
which occurred on June 7, 1956, and hereinafter mentioned, was sufficiently 
economic to permit continued high production. 

As you know, on June 7, 1956, a rock slide put out of commission the 
Schoellkopf hydroelectric station of Niagara Mohawk Power Corp. The gen- 
erating capacity put out of commission was very large and an acute emergency 
was created in Niagara Falls and continues to exist. A very large part of the 
power generated in said station was used by electrometallurgical and electro- 
chemical industries in Niagara Falls. Since that time industries in Niagara 
Falls have been paying a very high and uneconomic rate for power furnished 
to them as contrasted to the rate they paid prior to June 7, 1956. This high 
eost for power has forced Electro Metallurgical Co. to curtail its operations 
at Niagara Falls and to transfer the production of ferro-alloys and calcium 
earbide which it would have otherwise produced at Niagara Falls to other of 
its plants located in other areas of the Nation. As you well appreciate, cur- 
tailment of operations reduces employment and reductions in employment have 
an adverse effect on the economy of any area in which such reductions occur. 

At peak operations Electro Metallurgical Co. itself has employed approxi- 
mately 2,700 hourly paid workers in Niagara Falls. 

Electro Metallurgical Co. would prefer to maintain at Niagara Falls the 
high level of production and employment it maintained before June 7, 1956, but 
insofar as power costs are concerned it can only do so if it has an economic 
rate relatively competitive with its own plants located elsewhere and with 
the plants of its competitors. Accordingly, because of the acute emergency 
created by the collapse of the Schoellkopf station we respectfully recommend 
that the Congress of the United States authorize the development of power 
from the Niagara River by the Power Authority of the State of New York 
under such terms as to make available to the electrometallurgical and electro- 
chemical industry in Niagara Falls a block of power at an economic cost and 
thus restore as nearly as is possible such industry, as far as availability of 
power and cost thereof is concerned, to the same status as existed prior to 
June 7, 1956, and also to make available at an economic cost sufficient low- 
cost power for future expansion. 

We respectfully submit that it appears that the provisions of S. 1037 now 
before your committee would authorize development of the Niagara River for 
power purposes under such terms as would make available power to meet ap- 
propriately the requirements of all categories of power consumers within the 
economic market area of the proposed project and we therefore respectfully 
urge that such provisions be enacted into law. 

Yours respectfully, 
A. L. Foscur. 

Mr. Foscur. It says in effect that our industry as representative of 
other industries in this area founded at Niagara Falls a very large 
production facility which has been dependent over the years on the 
availability of electric power which permits us to compete with other 
people in the same lines of business. 

As a result of the changing power situation at Niagara Falls, and 
particularly as the result of the collapse of the Schoellkopf Corp., we 
find that the cost of power there is increasing to the extent that our 
operations there can no longer compete on the same basis with opera- 
tions in other parts of the country. This had this specific result. 
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Our plant at Niagara Falls, our main plant there, is capable of using 
up through 170,000 kilowatts. At the time of the collapse of the 
Schoellkopf station, we were using approximately 135,000 to 140,000 
kilowatts. As a result of economic conditions that have prevailed 
since the collapse of the Schoellkopf station we have reduced our usage 
to approximately 100,000 kilowatts, and we have had a corresponding 
reduction in employment. 

Now, for the long-term results of the business, and for the long-term 
impact of our business affairs on the community, we need to have some 
assurance in that area that electric power will again be available on a 
basis which permits us to utilize it in the kind of business in which we 
operate. 

It is for that reason that we come here, not to urge particularly one 
bill against the other, not to attempt to settle arguments or complicated 
problems at this time—these problems will have to be settled later. 
For instance, this 25- to 60-cycle problem has to be settled later, but 
we come simply to urge that every possible effort be made to bring out 
a bill which would permit a development of the Niagara Falls power. 

In our letter we state specifically that in our opinion the bill, 1037, 
accomplishes this purpose. We do not think that another bill will 
not accomplish this purpose, for the principal reason that we specified 
the 1037 is that that bill specifically sets aside a certain block of power, 
on 445 megawatts, to be exact, which will be available to the industries 
who previously had power from the Se hoellkopf station. 

If another bill makes the same provision, if another bill makes it 
possible for the State power authority to effectively develop and 
market Niagara power, we see no reason why that bill should not bring 
about the condition which we hope to see established at Niagara Falls. 

Senator Gore. Thank you, sir. 

Senator Neuberger ? 

Senator Neupercer. Just very briefly, Mr. Chairman. 

Mr. Foscue, does Electro Metallurgical Co. or its superior, Union 

Carbide, to your knowledge have any plant operations either in the 
Pus Valley Authority area, in the southern California area, or 
in the Pacific Northwest ? 

Mr. Foscur. We have operations of substantial nature in all three 
areas. 

Senator Nevrercer. In all three areas which I mentioned ? 

Mr. Foscun. Yes, sir. 

Senator Nevsercer. To your knowledge have any of your plants 
ever experienced in those areas a withdrawal of their power and 
energy commitments because of the operation of the public power 
preference clause ? 

Mr. Foscur. In a qualified way; yes. 

Senator Nevsercer. Where was that ? 

Mr. Foscun. At Portland. 

Senator Nevusercer. What happened at Portland? 

Mr. Foscur. At Portland we operate on a firm power contract for 
part of our requirements, the rest of our power requirements is on an 
interruptible basis. During this past period of shortage, the past 
few months, we were participating or attempting to participate in the 
so-called provisional power. I think you are familiar with that. 
Senator Nevunercer. I am. 
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Mr. Foscur. And that was withdrawn from us because of the ref- 
erence results of an application of the preference. 

Senator Nevsercer. Was that firm power? 

Mr. Foscusr. No, sir. 

Senator Neupercer. It was not firm power ! 

Mr. Foscur. I say a qualified statement. 

Senator Neusercer. It was interruptible power; is that correct! 

Mr. Foscur. It was interruptible power. 

Senator Neupercer. Was it withdrawn because of the preference 
clause, even the interruptible power, or was it withdrawn because of 
low water in the Columbia River system and the situation of the snow 
pack upstream ? 

Mr. foe Well, the shortage of power was, of course, clue to the 
low water, but there was this scheme under which the Bonneville 
people were supplying what they called provisional power; I think 
that is the term they used. It is provisional in that you get. it at the 
interruptible price on the assumption that the water in the dams, 
water in the reservoirs, would be later replaced. Failing a replace- 
ment of the water, do you agree to pay for that power at steam power 

rates which the Bonneville people may have to pay to replace it. 

Now, we were taking some of that power under those provisions. 
We were denied that power because certain cooperatives and munici- 
palities claimed a preference on that power. 

Senator Nevpercer. What you really mean is this: Is this not the 
situation, to begin with you did not lose any of your firm power; did 
you ¢ 

Mr. Foscur. That is right. 

Senator Nevrercer. On the interruptible power, isn’t that actually 
what happened, rather than most municipalities claiming it, the 
Bonneville system withdrew first when the cause of the low water, 
the interruptible power from the industrial users; is that not correct ! 

Mr. Foscur. That is correct. 

Senator Neupercer. Rather than from those who had residential 
or rural users; is that not correct ? 

Mr. Foscur. I do not know what they did for the residential and 
rnral users, no. 

Senator Neusercer. But it was only interruptible power that was 
withdrawn during the low water / 

Mr. Foscur. We had no question as long as it was only a with- 
drawal of the interruptible power as such. The only quest ion came 
was when they offered provisional, we agreed to take it, it was then 
withdrawn because of the preference to the application of the pref- 
erence provisions to take care of municipalities. 

Senator Nevusercer. Did they withdraw any from private utility 
companies during that period ? 

Mr. Foscue. I do not know. 

Senator Nevusercer. They are also nonpreference customers, just 
as industries are nonpreference customers ? 

Mr. Foscur. I assume that they did, but I don’t know. 

Senator Neusercer. Thank you. 

Senator Gore. Thank you very much. 

The committee would like to inquire if there are other witnesses 
who would like to appear today who cannot conveniently return at 
10 tomorrow ? 
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If so, the committee will undertake to meet your convenience and 
those who can appear tomorrow at 10 will, 1 am sure, be willing to 
oblige you. 

I believe the first man—will you give your name / 

Mr. McManon. I would like to, Senator, because I have got to 

get back to New York tonight. 

Senator Gore. The committee will be pleased to hear you. 

Off the record. 

( Discussion off the record.) 

Senator Gore. On the record. 


STATEMENT OF ANDREW J. McMAHON, OF THE UTILITY WORKERS 
UNION OF AMERICA, AFL-CIO 


Mr. McManoy. I appreciate the courtesy of the committee giving 
me this opportunity to make this st: itement on behalf of my union, 
and I will be very, very brief in the statement. 

My name is Andrew J. McMahon. I am president of Local 1-2, 
Utility Workers Union of America, AFL-CIO, with \ local Gambon: 
ship of 24,000 and offices at 143 West 5ist Street, New York City. 
I am also chairman of the Power and Atomic Energy Committee of 
the Utility Workers Union of America, AFL—C1O, our national or- 
ganization, with offices in Washington, D, C. Our national union 
and all its locals hold genuine collective- bargaining contracts with 
private utility companies throughout the U nited States, covering ap- 
proximately 90,000 members. 

The position ‘of the 1 Jtility Workers Union of America, AFL-CIO 
has been consistent and widely known for a period of almost 7 years. 
We are opposed to Gov ernment operation in the field of generating 
and distributing electric energy in every instance when it can be done 
better by private enterprise. “We have rec ognized the proper area of 
Government activity in the case of large multipur pose dams or where 
the installation is so huge of complex that it cannot be done except by 
Government or gover nmental agencies. 

With us, this has been plain “bread and butter” unionism. We have 
found, through experience, that you cannot bargain collectively with 
Government, or governmental agencies, and, as employees of Gov- 
ernment, or governmental agencies, and, as employees of Government, 
you are not privileged to have the protection of the labor laws. The 
record is filled with the statements of policy adopted by this union 
at its annual conventions. We have made innumerable appearances 
before all kinds of Government bodies. We have brought discussion 
and understanding of this subject to every one of our local unions 
throughout the United States. 

For all of these reasons, so many times ee we are opposed 
to the Clark-Buckley-Chudoff Niagara bill, S. 512, H. R. 2137 and 
H. R. 3952. We are also opposed to it for an r edditionsl reason, and 
that is because it contains what is referred to as the “Federal prefer- 
ence clause” under which every municipality within hundreds of 
miles of Niagara would in the next 10 years be “promoted” into 
building a municipal plant, or distribution system, under which they 
would get so-called “cheap” power and all of the employees of such 
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governmental agencies would, of necessity, get cheap working condi- 
tions, wages, and provisions of employment. 

Senator Gore. I don’t want to prolong this, but I am not sure that 
there is a hard and fast cause and effect relationship there. One 
would not necessarily follow the other. 

Mr. McManon. We believe it does, on the basis that with private 
utility companies we are able to negotiate reasonable rates of pay, 
working conditions and pensions, which we believe we have not been 
able to do in our past experience, together with other of our rival 
unions in the field who have had similar experiences that I believe 
they will so testify to. 

In testimony which I, on behalf of our union, gave at Albany, 
N. Y., on February 6, 1957, to His Excellency Averell Harriman, I 
made reference to a letter of January 4, 1! ST, written by the Honor- 
able Robert Moses, Chairman of the Power Authority of the State 
of New York to the editor of the Watertown Daily Times which 
contains, in part, the following: 


* * * no sane person would invest in a political power enterprise or one 
operated to establish theories of exclusive public power throughout the country. 


In that same letter, he also said : 


It is true that a group of these organizations (cooperatives and municipali- 
ties) have banded together and asked that we set aside for them 375,000 kilo- 
watts which they could never use and cannot possibly pay for. In other words, 
they are not in a position to make such contracts, have no possible use for 
such power, and propose merely to act as brokers, middlemen and propagandists 
who advocate suppression of private utility companies and ultimately exclusive 
public marketing of all power and the establishment of municipal plants every- 
where. 

On the other hand, the Ives-Javits-Miller Niagara bills, S. 1037 
and H. R. 4204, do not contain the Federal preference clause above 
referred to, under which municipal systems and cooperatives could 
spring up over night. We understand that the Honorable Robert 
Moses has made a commitment to the unions in the State of New 
York that he will, if this bill is passed and the State Power Author- 
ity constructs a Niagara project, that he will recognize and bargain 
collectively with unions within the State of New Yor rk. 

Senator Nevsercer. The power authority now has some installa- 
tions and transmission lines, don’t they ? 

Mr. McMaunon. I dont’ know. 

Mr. Moore. We are building them but we are not operating them. 

Senator Nevugercer. They have no operation at all now? 

Mr. Moore. That is right. We start operating September 1958. 

Senator Nevusercer. In other words, then there has been no instal- 
lation under the New York Authority which would call for any ne- 
gotiations with unions to date? 

Mr. Moorr. Up to this time, that is correct. 

Senator Nevusercer. There has been no situation at all? 

Mr. Moore. We are starting to negotiate. 

Senator Nevusercer. I want to get this straight. You have no fa- 
cilities now which you are operating at the present time. You are 
just getting ready to operate the St. Lawrence project? 

Mr. Moore. Our whole force consists of 42 people, mostly girls. 
Mr. McMauon. I am only representing employees who are engaged 
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in the generation and distribution of electric energy and not con- 
struction people. 

Senator Neusercer. I understand that. I wanted to be sure that 
the power authority had no generating facility at the present. time 
in active operation. That was why I asked the question, purely for 
information purposes. 

Mr. McManon. On the other hand, we understand that Com- 
missioner Moses has committed himself to negotiate contracts with 
members of the union. If that be the assurance, then we feel that 
at least we have taken a step in the right direction and we would like 
to report these facts back to our national executive board and urge 
their support for the Ives-Miller-Javits bill. 

Senator Gore. Thank you very, very much. 

The committee will hear the next witness. Will you give your 
name and position for the record ¢ 


STATEMENT OF ROBERT MacGREGOR, VICE PRESIDENT OF THE 
NEW YORK STATE ASSOCIATION OF ELECTRICAL WORKERS 


Mr. MacGrecor. I am vice president of the New York State Asso- 
ciation of Electrical Workers, which is an organization of local unions 
of the International Brotherhood of Electrical Workers loc ated in the 
State of New York. I am appearing here in support of S. 1037—the 
Ives-Javits bill authorizing the construction of certain works of im- 
provement in the Niagara River for power and other purposes. | 
wish to express my appreciation for the privilege which has been ac- 
corded the association by this committee today. 

The association has appeared in previous hearings on the matter 
of the development of the Niagara project. In these previous hear- 
ings the association has supported the proposal for development 
through the facilities of private enterprises. The basic ground for this 
position has been the adverse experience of labor in negotiating collec- 
tive bargaining agreements with publicly owned power projects. 

The International Brotherhood of Electrical Workers has negoti- 
ated with the Power Authority of the State of New York on the ques- 
tion of the status of labor unions on the project. Mr. Robert Moses, 

chairman of the power authority has made a clear statement of posi- 
tion in his letter of April 5, 1957, to Mr. Gordon Freeman, interna- 
tional president of the IBEW. The letter reads as follows: 
INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS, 


Washington, D.C. 
(Attention Mr. Gordon Freeman, President. ) 

GENTLEMEN: The power authority will start producing power from the St. 
Lawrence project in September 1958. We own a 78-mile transmission line 
south from Massena to Taylorville. We are building an 80-mile line east to 
Plattsburgh and a 5-mile line east to Roosevelttown. 

We shall be interconnected with the Niagara Mohawk Power Corp., the New 
York State Electric & Gas Corp., and the St. Lawrence River Power Co. We have 
iutual assistance agreements with these companies. The men who operate our 

icilities will work with the men who operate their facilities. 

We are a business organization under governmental asuspices and expect 
to carry on our operations upon the same standards as an efficient private com- 
pany. We are familiar with the fact that the Tennessee Valley Authority, the 
tureau of Reclamation, and other public power marketing agencies have suc- 
cessfully operated their facilities under agreements with labor unions. 

We wish to make it clear that in the event your union can show that it is 
he duly authorized representative of the employees of the authority who will 
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be engaged in utility operations, on the St. Lawrence and Niagara projects, the 
authority will recognize your union and will enter into a collective bargaining 
agreement with the union on the same basis as a private utility company. This 
statement is not intended in any way to establish a prior right on the part of your 
union to represent the employees who will be engaged by the authority. 
Cordially, 
Rosert Moses, Chairman. 


On the basis of the plain statement in this letter that the authority 
will recognize a duly authorized representative of the employees of 
the utility and will enter into collective bargaining agreement on the 


same basis as a private utility company, the State association sup- 
ports without qualification the provisions of the Ives-Javits bill. (S. 
1037. 


I should like to make an additional comment, that we are in favor 
of the provisions of section 3 (f) of the bill which provide for the in- 
clusion among the conditions, of the Federal Power Commission 
license : 





A provision requiring that a reasonable amount of the power available in the 
State of New York and of the power made available in neighboring States under 
paragraph (e) be allocated for the present and reasonably foreseeable future 
needs of rural electric cooperatives and municipalities in the project’s economic 
market area. 

We prefer this language to alternative proposals for strict prefer- 
ence for such REA’s and municipalities. A basic reason for this par- 
ticular position is the failure of the cooperatives and municipalities to 
accept the idea that employees working for such cooperatives and 
municipalities are entitled to the benefits of collective bargaining. It 
is also regrettable that many of the municipalities continue to assert 
the position that their sovereign status makes it impossible for them, 
as a matter of law, to bargain with labor unions. 

I might add, Senator, that this is particularly true perhaps in the 
State of New York where they have what is known as the Condin- 
Wadlin law. 

Senator Gore. Thank you. 

Senator Neuberger ? 

Senator Neupercer. No questions. 

Senator Gore. The committee will be pleased to hear the next wit- 
ness. 


STATEMENT OF JAMES LIPSIG, REPRESENTING THE LIBERAL 
PARTY OF NEW YORK 


Mr. Lipsic. Mr. Chairman, I am James Lipsig, representing the 
Liberal Party. May I say at this time I have submitted a fairly com- 
prehensive statement in which I attempted to deal with the practical 
objections that have been made to the Clark bill. I will not read that, 
but will deal with a few points raised by Senator Javits. 

Senator Gore. Would you like the total statement printed ? 

Mr. Lirsic. Yes, sir. 

Senator Gore. It will be in the record. 

(The prepared text of Mr. James Lipsig, on behalf of the Liberal 
Party of New York, is as follows :) 

The Liberal Party of New York urges the approval of S. 512 (referred to as 
the “Clark” bill), and the rejection of S. 1037 (referred to as the “Ives-Javits” 
bill). This position follows necessarily from our legislative platform, which calls 
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for use of Niagara power for primary benefit to domestic and rural consumers, 
and consequently for integration of the Niagara and St. Lawrence projects, for 
the standard Federal preference clause to enable use of such power as a yard- 
stick to lower rates, and for strict safeguards to insure low rates to consumers. 

Much has already been said in this and preceding years, and little more need 
be said, on the broader issues of public policy involved. This statement will 
therefore be confined to analysis of the allegedly practical objections to the Clark 
bill voiced by supporters of the Ives-Javits bill. 

This statement will deal mainly with these issues : 

1. Development of Niagara power is a matter of Federal concern and policy, 
and the decision thereon may influence our handling of natural resources for 
decades to come. 

2. The Clark bill conforms to sound policy; the Ives-Javits bill does not. 

3. The Ives-Javits-Miller-Moses objections to the Clark bill, upon examina- 
tion, are without merit. 

The preference clause in the Clark bill: (a) Can be carried out under New 
York law. (6) Is more essential than ever in view of the dispositions already 
made of St. Lawrence power, and the intended allocations of Niagara power. 
(c) Must be adopted to prevent emasculation of the Niagara potential for 
widespread benefits, which will otherwise occur because of the power authority’s 
unreasonable and unjustified limitation of the distribution of power to a 
150-mile market. 

We deem the issue raised by these bills to be a matter of national im- 
portanece—not solely because of the intrinsic importance of the Niagara de- 
velopment as the last uncommitted, and, with the St. Lawrence, the largest 
water-power resource on the North American Continent; but also because the 
pattern of development of our power resources for decades to come may well be 
determined by the precedent established in handling Niagara power. For 
several years now, we have been engaged in a “great debate,” relatively un- 
publicized but nonetheless vital to our national well-being, over national policy 
for the development of our natural resources. With the rapid approach of the 
time when atomic energy will be widely available for peaceful uses, it becomes 
of greater moment than ever that we now firmly set our course. 

At the outset, let it be clear that New Yorkers though we be, we of the 
Liberai Party acknowledge that Niagara is a Federal resource. As this com- 
mittee pointed out a year ago (Rept. 1408, 84th Cong., 2d sess., p. 11), and as 
the Senate agreed, “the Niagara project would utilize the flowing water of a 
navigable stream forming our international boundary with Canada and is thus 
within the jurisdiction of the Federal Government. * * * Its waters are the 
property of all the people of the Nation.” It would not be necessary to mention 
this indisputable fact were it not that the chairman of the New York Power 
Authority continues to refer to Niagara as “New York power” (letter of March 
12, 1957, to Senator Joseph 8S. Clark, publicly released March 13 by the power 
authority ). 

These two bills reflect the same difference in approach. In our judgment, 
the Clark bill conforms to established Federal policy, while the Ives-Javits 
bill does not. Whereas the Clark bill embodies the concept that Niagara 
power should be used primarily for the benefit of consumers, especially domestic 
and rural consumers, the Ives-Javits bill posits its reason for being upon an 
emergency need for power for industrial use, alleged to exist because of the 
destruction of Niagara Mohawk’s Schoellkopf plant. While there is a need of 
some urgency for substitute power, the emergency is neither so grave nor so 
important as to be made the determinant of Federal policy. 

Again, the Clark bill embodies the traditonal Federal preference clause, in- 
cluding defense agencies, as the tool for achieving the basic purpose of lower 
electric rates and wider utilization of power for domestic and rural consumers. 
Consistently, it requires that, when and if power is sold to private utilities for 
resale to consumers, there be imposed a withdrawal clause to enable the retak- 
ing of power when required for the expanding needs of domestic and rural con- 
sumers. In contrast, the Ives-Javits bill has a very special and limited prefer- 
ence clause of its own: preference for Niagara-Mohawk to replace the power 
formerly generated by its destroyed plant, and for defense agencies. For 
neighboring States, and for municipalities and rural electric cooperatives in 
New York and in neighboring States, there is to be provided a “reasonable” 
amount of power if they are in the project’s economic marketing area. As will 
be demonstrated, it is precisely these words “reasonable” and “economic mar- 
keting area” which constitute the joker in the deck, the “weasel words”. As 
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interpreted by the majority of the New York Power Authority, when linked 
together with an arbitrarily limited marketing area, it was these concepts which 
enabled the rape of St. Lawrence power just consummated. The basic role of 
these concepts also in the Ives-Javits bill, and the pronouncements of intent 
by the power authority as to the allocation of Niagara power, make it evident 
that the Ives-Javits bill cannot found a power policy worthy of the fame. 

Another inadequacy in the Ives-Javits bill is its careful omission of provisions 
which are essential if benefit to consumers is intended, provisions (which are 
in the Clark bill) for the acquisition or construction of transmission lines 
when necessary to deliver power to the consumers to be benefited, and for con- 
trol over the resale prices of power sold for distribution ultimately to domestic 
and rural consumers, to assure that they receive the benefit of the lowest pos- 
sible rates. Nor can it be assumed that these or similar provisions are absent 
because the Ives-Javits bill does not contemplate large-scale sale of power t 
private utilities. Although, except for providing power for Niagara-Mohawk. 
the bill does not even mention private utilities, the facts are that its sponsors 
do contemplate large-scale sales to private utilities as the major method of 
distribution, and that the tentative allocations of Niagara power made on 
February 4, 1957, by the power authority do allot 3614 percent of the capacity 
to various private utilities, subject to some possible withdrawal, another 2214 
percent to Niagara-Mohawk for Schoelkopf replacement, and another 2714 per 
cent for industrial and defense-plant users, which will in all likelihood he dis 
tributed largely through private utilities. 

Although there are other differences, as has been pointed out, the crux of the 
dispute between the two bills is the preference clause in the Clark bill. It is 
not necessary to present additional evidence of the value and effectiveness of 
the traditional preference clause. The records of this committee, in this and 
earlier years, abound with testimony which demonstrates irrefutably, as this 
committee pointed out in its 1956 report on S..1823 (Rept. 1408, pp. 11-12), and 
as the Senate apparently agreed: 

“Today the State of New York, and generally the entire Northeastern region, 
has no great public source of power supply upon which public and electric co- 
operative systems have a priority, and has never had the advantages of an electric 
rate yardstick program. With the greatest population density of any region in 
the country, the Northeastern area should enjoy electric rates as low as any in 
the United States. It is believed that public or cooperative competition with 
an assured adequate low-cost power supply will provide the needed stimulus to 
this end, without any significant change in the portion of the business handled 
by private power companies. * * * Testimony presented at the hearings esti- 
mated that such development would result in a reduction of 20 percent in the 
power costs in the area, which would mean an annual saving of about a third of 
a billion dollars in the region’s annual electric bill. It was estimated that the 
Niagara power alone would save approximately $25 million annually in fuel 
bills, over an equal amount of power developed by steam-electric sources.” 

If further proof were needed, it appears in the appendixes attached to that 
report, and to the similar data presented at the hearing held on February 6, 
1957, on St. Lawrence power by counsel to New York Governor Harriman 
(hearing record, vol. 1, pp. 218-221; vol. 2, pp. 564-569, which demonstrate 
that rates in areas operating under a preference system are substantially lower 
than those in nonpreference areas; that, in preference areas, the rates charged 
even by private utilities become lower, so that the highest 100 kilowatt-hour 
residential rate charged by a private utility in the TVA and Bonneville areas is 
lower than the lowest rate charged by private utilities in 12 out of 13 New York 
cities; that in nonpreference areas municipalities and cooperatives pay higher 
rates for purchased power, so that those in the St. Lawrence-Niagara area, for 
instance, are among the highest in the country; that, even so, the rates charged 
by 22 out of 23 New York municipal systems are lower than the rates of private 
utilities charged in adjoining localities; that, given an assured low-cost power 
source, municipalities and cooperatives would further reduce their rates; and 
that the effect of such yardstick operations would bring about a general lowering 
of rates, with benefit both to industry and to domestic and rural consumers. 

The arguments against a preference clause by supporters of the Ives-Javits 
bill fall into several general. categories. First, there are the arguments that 
the preference clause is contrary to the New York pattern, and therefore can- 
not work. Secondly, it is contended that such a provision is unnecessary be- 
eause New York has taken and will take adequate care of domestic and rural 
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consumers. And, finally, there is the contention that a preference clause would 
be meaningless because, for reasons of geography and cost, the marketing area 
for the power must be narrowly delimited. These contentions appear variously 
in the following documents: New York Power Authority report to Governor 
Harriman, January 30, 1957, entitled “Power Marketing’; letter of March 12, 
1957, from Chairman Moses to Senator Joseph 8S. Clark, released by the power 
authority on March 13, 1957 (herein referred to as “Moses letter”) ; letter of 
Congressman William EK. Miller (cosponsor of the Ives-Javits bill), dated March 
19, 1957, to the Liberal Party (herein referred to as “Miller letter”) ; opinion 
dated July 9, 1956, by Jacob K. Javits, as attorney general of New York State, 
addressed to all Members of the House of Representatives (herein called 
“Javits opinion”); letter of March 22, 1957, from Senator Jacob K. Javits to 
the Liberal Party (herein called “Javits letter’). 


1. The contention that the preference clause is contrary to the New York pat- 
tern, and therefore cannot work 

This appears in the Miller letter, the Moses letter, and the Javits opinion and 
letter. Since the Clark bill is identical with the former Lehman-Buckley bill, 
one reference alone is sufficient to dipose of this argument. On July 10, 1956, 
after the collapse of the Schoellkopf plant had already occurred, the New York 
Power Authority published a full-page advertisement, signed by Chairman 
Moses and the other four trustees, which appeared in the New York Times at 
page 15, and presumably in other papers. Its last two paragraphs read: 

“It will be seen that the only question before the House is that of amend- 
ments to the Lehman-Buckley bill which has already passed the Senate. 

“This authority will undertake to finance by sale of its bonds to private 
investors, build promptly and operate an adequate powerplant which will 
serve all immediate needs under the terms of the Lehman-Buckley bill with or 
without amendments.” 

This should occasion no surprise, for the power authority had consistently 
taken that position for many years. 

When the Lehman bill was reported by the Senate committee January 19, 
1956, Chairman Robert Moses publicly stated on behalf of the trustees of the 
authority : 

“There are certain features of the Lehman bill which could be improved 
upon, but we can work under it and shall be glad to do so if it becomes law.” 

Again, after a special meeting on June 14, the board of trustees of the 
authority reported to the Governor on the terms of the Lehman-Buckley bill, 
stating that “the authority believes it can work under it, and will, in the event 
of its passage in its present form, make every effort to do so.” 

At the last hearing held by the House committee on the Niagara bills, Trustee 
Charles Poletti, formerly a supreme court justice in New York and counsel to 
Governor Lehman, testified as a witness for the power authority. On June 17, 
1956, Mr. Poletti said in a public statement: 

“On a realistic and practical basis, there is no conflict between the Lehman 
bill as passed by the Senate and our authority act. That is my opinion. * * * 
The authority can finance it self and operate under it.” 

Review of previous congressional hearings shows that the power authority 
itself has repeatedly supported the policy of giving preference to public bodies 
and cooperatives in New York and neighboring States, as an integral part of 
its program for the marketing of Niagara-St. Lawrence power. 

The record shows, moreover, that the power authority under both Governor 
Lehman and Governor Dewey, until the last years of the Dewey administration, 
unanimously gave its support to a preference provision virtually identical with 
the preference clause contained in the present Lehman-Buckley bill. 

At public hearings held before the Committee on Rivers and Harbors in 1941, 
Chairman Manstield, of Texas, presiding, the five trustees of the power authority 
presented a formal statement outlining the authority program for future opera- 
tion of the St. Lawrence power project in the public interest. 

In this statement, in which the Governor and the Lieutenant Governor con- 
curred as witnesses before the committee, the authority said: 

“In disposing of the power generated by the project, preference should be 
given to counties, municipalities, and public power districts; and provision 
should be made so that municipalities and other political subdivisons and public 
agencies, now or hereafter authorized by law to engage in the distribution of 
electric current, may secure a reasonable share of the power generated at the 
project.” 
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Again, in 1946, the power authority trustees unanimously presented the same 
program, including the preference provision, at public hearings of the Senate 
Committee on Foreign Relations. 

In the course of the hearings, Gen. Francis B. Wilby, chairman of the 
authority (1946-50), submitted a joint recommendation of the authority and 
the Corps of Engineers referred to in the report of the Senate committee as the 
“Federal-State accord.” This accord contained the identical recommendation of 
the preference provision set forth above. 

Nor is there any conflict between the Clark bill and the provisions of New 
York law purporting to reserve inalienable ownership and control over navi- 
gable waters. The report of this committee, and its acceptance by the Senate 
in 1956, resolved that issue, by pointing out that since Niagara is a Federal 
resource, there was no unwarranted invasion of States rights in requiring a 
New York State agency to observe Federal power policy in marketing Niagara 
power (p. 11, Rept. No. 1408). The Federal Power Commission had earlier, 
in 1953, made a similar ruling with respect to St. Lawrence power, in granting 
a license to the power authority (FPC, opinion 255, p. 9.) 

Of the contention in the Miller letter and the Moses letter, that the preference 
clause will make it difficult or impossible to sell bonds and secure operating 
revenue, it need only be said that this is nonsense. The Moses report (p. 2) 
concedes that $335 million of bonds had already been sold even before the recent 
allocations of St. Lawrence power. It cannot be disputed that Niagara power 
is a very valuable asset, for which there is an overwhelming demand. The 
project therefore commends itself to investors. This committee met, and dis- 
posed of, a similar contention in 1956, when it held that a preference clause was 
not unreasonable and would not prejudice the conduct of operations of the 
power authority (Rept. No. 1408, p. 10.) 

2. The contention that the preference clause is unnecessary because New 
York has provided adequately, and will provide for the needs of domestic and 
rural consumers. 

This argument appears in the Javits letter, the Moses report, the Moses let- 
ter and the Miller letter. In addition, Congressman Miller challenges those 
who disagree with his point of view to specify any municipality or cooperative 
which applied for and did not receive St. Lawrence power, and to list any pref- 
erence customers for Niagara power who would not be adequately taken care 
of under the Ives-Javits bill. That challenge is easy to meet since the record 
presents the answer. 

What has already happened in the allocation of St. Lawrence power cannot 
be disregarded, since Chairman Moses states that “we shall treat the munici- 
palities and cooperative within the Niagara economic area as we have treated 
those in the St. Lawrence.” (Moses letter, p. 9.) There are two aspects of this 
problem, that pertaining to customers in New York State and that pertaining 
to customers in adjoining States. 

The New York State municipalities and cooperatives will undoubtedly speak 
for themselves, but a few observations are in point. If they have adequately 
been taken care of, they do not seem to be aware of that. The record at the 
February 6, 1957, hearing before counsel for Governor Harriman discloses the 
violent dissatisfaction of the New York municipalities in the form of a letter 
from the president, Municipat Electric Utlities Association of New York State, 
read into the record, which stated in part: 

“Will you please present the findings of our Syracuse special meeting, so that 
His Excellency Governor Harriman may know that the mayors and other 
top officials of 29 cities and villages in attendance at the meeting do not approve 
the Reynolds Metals Co. contract at all, and believe the Niagara Mohawk 
Power Corp. contract should be rewritten. If these two contracts were ap- 
proved as they stand, we could not advise our members to sign their contracts 
with the New York Power Authority as they may well be signing their death 
warrant as municipal electrical distribution systems, and without the municipal 
systems all rural and domestic customers would suffer eventually.” (Vol. 2, 
pp. 427-428. ) 

Similarly, the same record discloses complaint by the New York cooperatives 
that they are being charged double the rate charged to other customers of St. 
Lawrence power. 

“The large industrial customers and private utility companies will purchase 
St. Lawrence power at the bus bar for 5.4 mills. The power authority has 
offered the cooperatives the same power at 9.5 mills. It is true that the coopera- 
tives are unable to purchase power at the site. The difference between 5.4 and 
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9.5 mills represents, however, double charges for transmission, double charges 
for energy.” 

The fact is that over 50 percent of all St. Lawrence firm power has been allo- 
cated to one industry. Nineteen percent was allocated to private utilities, 
ostensibly to serve the needs of domestie and rural consumers. Only 13.1 percent 
was allocated or reserved for municipalities, and cooperatives. 

It is true that some St. Lawrence power is being allotted to all of the 12 
municipalities and to 3 cooperatives who are within 150 miles of the St. Lawrence 
project. But this can scarcely be said to represent adequate provision, since 
30 municipalities and 2 cooperatives have been arbitrarily excluded from the 
marketing area. 

In addition, both groups point out that they are being offered very unsatis- 
factory contracts, in two respects. In the first place, they have been asked in 
most cases to enter into 29-year contracts, whereas the power allotted to them 
would cover their determinable needs only for the next 10 years or even less. 
That same record discloses that the power authority offered to allocate 50,000 
kilowatts to 11 municipalities, which would be their portion for years to come 
although the expectable increase in their power needs during the next 10 years 
would be 220 percent, and the offered power would not cover those needs even 
during those years (pp. 323-323A, 595-597). 

In the second place the contracts offered to them would call for a demand 
charge of $1 per kilowatt, whether or not the power was used. This charge 
amounted to an increase of 51.3 percent for most municipalities over their 
present costs. Thus, effectively, since there was no withdrawal clause, which 
would make other power available to which they could resort, this demand 
charge in effect would cripple their activities for many years to come. 

What the allocations from Niagara power will be, cannot yet be foreseen, but 
the tentative allocations are somewhaat more cheerful. Nevertheless, the pro- 
posed imposition again of an arbitrary marketing area limited to 150 miles from 
the Niagara site, will hamper at least some of the municipalities. 

The stress in the Miller letter and the Javits letter that these public agencies 
service only 5 percent of the consumers in New York State, is wholly irrelevant 
in the light of established Federal power policy. A major purpose of that 
policy was to use public agencies as a yardstick to lower rates in general and 
this policy was adopted with full knowledge of the fact that such agencies may 
service only a relatively small number of consumers. The Federal experience is 
quite clear that even a small number of municipalities and cooperatives can 
wield an influence in lowering rates in general, completely out of proportion to 
their own size. The policy adopted with respect to St. Lawrence power by the 
power authority has minimized the effectiveness of this weapon. 

But perhaps more important is the fact that no adequate precaution was 
taken by the power authority to safeguard the domestic and rural consumers 
for whom was destined the power allotted to private utilities. The largest allo- 
cation in this respect was made to the Niagara-Mohawk Co. The formula which 
was supposed to assure that savings would be passed on to the ultimate con- 
sumers was incredible (contract S-6). In the first place, there is no adequate 
procedure set up for computing what savings there are. In the second place, 
the formula adopted could scarcely have been better designed to minimize or 
eliminate any possible saving. Even after revision, at the insistence of Gover- 
nor Harriman, it still provided for minute savings. Originally, the formula, 
it was estimated, would produce savings of about $2 million per year, or about 
$36.60 per year, per customer. The revision raises the savings to about $4 per 
year per customer, or about $2,200,000. This contrasts shockingly with the 
$95 million of savings for New York consumers alone from an integrated 
Niagara-St. Lawrence system which was predicted by the power authority it- 
self in 1952 in its application for the St. Lawrence license. 

When this defect is coupled with the absence of any effective withdrawal 
clause, it becomes clear how far from adequate was the provision made for 
municipalities and cooperatives by the New York Power Authority. The prefer- 
ence clause in the Clark bill, and provisions regulating resale prices therefore 
become doubly important. 

The same or a similar situation will obtain with respect to consumers in 
States adjoining New York, unless the preference clause is enacted. The Moses 
letter indicates intention to adhere again to another arbitrarily limited market- 
ing area for Niagara power. The alleged difficulties cited in that letter in the 
way of providing Niagara power for other States, although largely figments of 
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a fertile imagination, again demonstrate an intention to restrict the customers 
for Niagara power to a relatively small group close to the site. 

In essence, the marketing program contemplated by the power authority is 
completely opposed to the philosophy of the Federal power policy and even to 
the philosophy of the Power Authority Act. The policy and the statute con- 
template the widest possible distribution of the power, with consequent benefit 
to industry and the entire economy through increased purchasing power and the 
better standard of living which lowered rates would help effect. The power 
authority program is based, instead, on “trickle down” theory which assumes 
that the sale of power to a few large buyers will ultimately result in some 
trickling down of benefit to the great mass of consumers. It is therefore im- 
perative that the preference clause be adopted to halt this program. 

3. The contention that a preference clause would be meaningless because, for 
reasons of geography and cost, the marketing area for the power must be 
narrowly delimited. 

The Moses letter indicates a firm intention to apply in the marketing of 
Niagara power, the same narrowly limited marketing area used in connection 
with the St. Lawrence allocations, namely, an area of 150 miles from the Niagara 
site. If unchecked, this concept would eliminate the great bulk of municipalities, 
cooperatives who might otherwise expect to have resort to Niagara power. 

This concept of a “150 mile market area” is sought to be justived first, for 
reasons of geography, and secondly, for reasons of cost. Neither justification 
has the slightest foundation in fact. 

Before this committee, it is not necessary to dwell at length upon the fallacious- 
ness of the concept that Niagara power cannot be transmitted more than 150 
miles. If that were true, neither TVA nor the Bonneville system would be able 
to operate. Boulder Dam is transmitting for almost 300 miles. Ontario Hydro, 
which is marketing St. Lawrence power, is supplying that power to many in- 
dustrial customers “many of them located hundreds of miles from the major 
projects of Ontario Hydro on the Niagara and the St. Lawrence” (hearing 
February 6, 1957 before counsel to Governor Harriman, vol. 2, p. 532.) 

One of the leading engineers in this country, S. E. Schultz, then Chief Engineer 
of the Bonneville Power Administration, pointed out before the Federal Power 
Commission on October 6, 1948, in support of the Power Authority’s plan for 
a coordinated and integrated transmission system covering all of New York 
State: 

“Advances within recent vears in the art of transmission have substantially 
if not completely offset the effects of increased transmission construction costs, 
with the result that today power can be transmitted long distances at essentially 
the same cost per kilowatt-hour as has been contemplated in the studies and 
reports by the Power Authority and other agencies. * * * 

“From the experience gained in the operation of large transmission systems, 
notably that of the Bonneville Power Administration, the assumptions in the 
studies and reports of the power authority to date regarding transmission line 
capabilities may be considered conservative. 

“By applying the advances in the art of transmission and from the experience 
gained in the operation of the transmission system of the Bonneville Power 
Administration, it appears practicable to transmit large blocks of power from 
Massena to New York City, a distance of approximately 300 miles, on a high 
load-factor basis, at approximately one mill per kilowatt-hour. * * *” 

* * * “You can get a very good interplay between steam and hydro in New 
York State that we cannot get in the Northwest.” 

Similarly, Gordon R. Clapp, General Manager of TVA for 10 years, and later 
its Chairman for 8 vears, in testifying before this committee in June 1956, as an 
official spokesman for the New York City Administration in support of the 
Lehman-Buckley bill: 

“* * * A reduction of each one-tenth of a cent in what the city now pays 
Consolidated Edison for electricity for city purposes would reduce the city’s 
direct power bill at least $2 million a year. 

“We have been told, and I heard it said here this morning, that it is neither 
physically possible nor economically feasibe to bring Niagara power to New 
York City. Engineering studies made by the New York State Power Authority 
have clearly demonstrated that it is physically feasible and at costs that could 
bring great savings to the city. 

“But the point I would like to make clear to this committee * * * is that the 
real importance of the potential power of the Niagara for the homes, farms, 
and industrial expansion in New York and the Northeast is not in the 
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amount of energy it will generate or in its very low cost at the powerhouse. 
The real and lasting effect of this harnessed natural resource depends upon 
how the power is marketed, how and where it is sold to the ultimate con- 
sumer, and at what rates. If this low-cost power in unwisely sold at the bus bar 
or confined to distribution at or near the site, it will produce a very limited 
local benefit confined to the industries and private utility companies already 
xrabbing at this great national asset.” 

Three other authoritative pronouncements may be noted: 

In a decision of presiding examiner Glen R. Law dated May 12, 1953, in the 
matter of power authority of the State of New York and Public Power & Water 
Corp., projects 2,000 and 2,121, there appears the following statement (see 
p. 43): “In the previous initial decision of December 1949, it was found that 
electric energy from project 2,000, the St. Lawrence power project, could be 
transmitted in large blocks for distances of approximately 300 miles on a high 
load-factor basis at a transmission cost of approximately 1 mill per kilowatt- 
hour.” 

Additionally, it is of interest to note that the annual report of the power 
authority for the year 1949 contains a study by J. D. Ross and Leland Olds 
which indicates that high-voltage transmission lines could be economically 
feasible in carrying energy for a distance of about 300 miles. 

The Federal Power Commission report, “Possibilities for Redevelopment of 
Niagara Falls for Power,” dated September 1949, states as follows (see p. 54) : 

“If it should be deemed desirable to distribute some of the additional power 
to be made available from the redevelopment of the Niagara project to areas 
outside the State of New York, it appears that such power could be delivered 
to the Cleveland, Akron, and Youngstown, Ohio, and the Erie, Pa., areas.” 

It should be noted that both Cleveland and Akron are more than 200 miles 
from Niagara Falls. 

But the crowning refutation of this absurb contention is the admission that 
the 150-mile limitation is a myth, which appears in the very resolution adopted 
on February 4, 1957, by the majority of the Power Authority, allocating the 
Niagara power which it is hoped to secure. That very resolution is predicated 
upon the transmission of power, and the integration of transmission lines over 
an area of 268 miles between the St. Lawrence site and Taylorsville and the 
Niagara site. 

Again, with respect to this issue, it may be noted that the Federal Power 
Commission report for 1955 relating to Consolidated Edison Company of New 
York indicates that a coordinated transmission system is feasible, beyond the 
understanding of Chairman Moses. It indicates that Consolidated Edison 
received 540,508,000 kilowatt hours from Niagara Mohawk, and itself gave to 
Niagara Mohawk 8,066,000 kilowatt hours. The Niagara Mohawk power re- 
ceived by Consolidated Edison came from Hydroelectric plants and some of 
that came from the Niagara plant. 

Finally, on this issue of geography. it should be noted that the power au- 
thority has presented no engineering studies in support of its contention that 
150 miles is a transmission maximum, and we suggest, cannot present any such 
studies. There is no further engineering evidence today, which will buttress 
that contention. It is a wholly contrived claim, designed to bolster up a 
marketing concept which will restrict utilization of power to users close to the 
site. 

Nor is there any more merit to the theory that the costs beyond the 150-mile 
limit make it impossible to transmit economically. This is indeed cost ac- 
counting run lunatic. A similar contention was advanced with respect to St. 
Lawrence power in “power marketing.” There, the charts on pages 10 and 
11 purport to show the diminishing value of St. Lawrence power, so far as 
actual savings for domestic and rural consumers are concerned. What appear 
to be the authority's official estimates of the cost to develop the St. Lawrence 
in 1907, 1914, 1922, 1933 and 1940 are shown in the first chart on page 10. 

Examination of these figures shows that they are not the costs actually al- 
located to the St. Lawrence power development by agreement between the 
power authority and the Corps of Engineers in 1933 and 1942. They take no 
account of changes in design of the project from a two-stage to a one-stage 
development or the technological advances made in the 50-year period in re- 
ducing the costs of generation and transmission of electricity. 

The figures used in the chart are synthetie figures arrived at, with the use 
of a price index, by a simple arithmetical calculation, and merely show fluctu- 
ations in the price level in the years selected. These synthetic figures are 
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used in the report, however, as a basis for computing the cost of St. Lawrence 
energy per kilowatt-hour over the 50-year period, ranging from 1 mill in 1907 
to 4.3 mills in 1955. 

Without supplying any source or basis for the estimates, the report then adds 
transmission costs to these synthetic figures to indicate that St. Lawrence 
power delivered at Utica in 1955 would have cost within a fraction of the cost 
of power available from a private utility. 

Now, the Moses letter uses a similar device in an effort to show that it would 
be economically impossible to market Niagara power beyond the 150-mile limit. 
But, here again, the argument is equally meretricious. It seeks to arrive at 
cost figures for delivery from point to point. This is done by fragmentizing 
what can only intelligently be looked at as a coordinated transmission system. 
We are advised by experts that these calculations are utterly synthetic and 
unrealistic, and that no public or private system operates or computes cost in 
this manner. We respectfully suggest that if these figures give any concern 
at all the power authority be challenged to present engineering or utility 
studies in support of these figures. It is our understanding that no engineering 
procedure can calculate accurately in advance, in a situation such as is now 
present, what the transmission cost would be from the Niagara site to a co- 
operative in Pennsylvania. It is also our understanding that systems such as 
Bonneville, TVA, Niagara Mohawk, Ontario Hydro and American Gas & Electric 
do not compute cost in this manner, but rather charge a constant rate within 
all of a given area. 

We need no more than note the pure flight of fancy involved in the effort of 
the Moses letter to conjure up imaginary difficulties in the way of transmitting 
energy over mountains which are but as foothills compared to the mountains 
in the West over which energy is transmitted, or in purchasing rights-of-way. 

If the element of cost looms so large in the thinking of Chairman Moses, it 
might be well for him to ponder the fact that the New York law does not 
require the power authority to sell power at cost to large industrial users, but 
rather clearly contemplates that such users should be charged somewhat higher 
rates so that the revenue over and above cost could be used to provide power at 
low cost to domestic and rural consumers and the public agencies serving 
them. 


Mr. Lipsic. I understand that Congressman Miller yesterday indi- 
cated to the committee that the people of the State of New York 
are overwhelmingly against public ownership and operation and in 
favor of private operation of utilities. 

I think the committee should know that in the hearings before 
counsel for Governor Harriman at Albany on February 6, 1957, the 
opposition to the marketing program of the power authority con- 
sisted of a group of labor unions: The United Automobile Workers 
of American, the International Union of Electrical Workers, Amal- 
gamated Clothing Workers, Paper Pulp & Sulphite Workers, Inter- 
national Brotherhood of Paper Makers, International Ladies Gar- 
ment Workers Union, of which I am assistant executive secretary, 
Hat, Cap, and Millinery Workers, and the Buffalo CIO council. 

Additionally, we were joined by the representatives of 42 munici- 
palities in the State of New York and the representatives of the 5 
rural electric cooperative associations. 

In addition to that the Community Councils of New York, repre- 
senting some 300,000 people. So the opposition was fairly consid- 
erable. 

May I say also that the reason those unions do not appear before 
you today is that you are having submitted to you either a statement 
or a letter for the record from the American Federation of Labor 
and Congress of Industrial Organizations, endorsing the Clark-Buck- 
ley bill. It is our feeling that that represents the position of the entire 
labor movement in this country and we do not, therefore, enter indi- 
vidual statements. 
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I understand also that the international union of the International 
Brotherhood of Electrical Workers is not opposing the Clark-Buck- 
ley bill. 

Let me say briefly, with respect to several of the problems: You 
have a very concrete practical problem. We went through this iu 
New York in connection with the allocations of St. Lawrence power. 
We will concede, and we think it is clear, that the development of 
Niagara power is a matter of Federal policy—that this is a Federal 
resource. We believe that the Clark bill conforms to that Federal 
policy. The Ives-Javits bill, even with the amendment, does not. 

The various situations and experiences which we have encountered 

recently in New York on the allocation of St. Lawrence power and 
the tentative allocations already made for Niagara power indicate to 
us the imperative necessity of the Clark preference clause. 

Let me point out first of all that we, of course, are desirous that 
there be a bil and that the work of developing the Niagara be gotten 
underway at the earliest possible moment, and every reasonable com- 
promise be considered. We cannot consider any compromise that 
gives away a basic matter of principle or gives away a public re- 
source. 

We find, and I do not need to go over the bill, that in the Ives- 
Javits bill there are several jokers. Our experience has been that 
the word “reasonable” and the words “economic marketing area” 
are the jokers in the deck. The weasel words. Let me describe how 
they have been used in the past as interpreted by the authority and 
we must consider that because Chairman Moses has said that we will 
treat the municipalities and the cooperatives in the allocation of 
Niagara power in the same way as we did in connection with St. 
aga power. We already have the tentative allocations avail- 
able. 

The tenor of allocations for Niagara power so far alloting 3614 
percent of the capacity to various private utilities, subject to some 
possible withdrawal, 2214 percent to Niagara Mohawk for the Schoell- 
kopf replacement, and another 27% percent for industrial and defense 
plant users. There is a concession that some other States may be 
entitled to some of this power, and I believe Mr. Moore in his state- 
ment indicated that there might possibly be some available for other 
States. I should point out, if that be the situation, if there should 
be a dispute as to who is entitled to power, there will have to be an 
arbitrator, which can only be the Federal Power Commission; and 
the Ives-Javits bill does not contain any provision for such arbitra- 
tion. 

While the preference clause is the crux of the dispute, I want to 
indicate also that there are vital differences between the two bills. 
It is much more than merely a matter of the preference clause. It is 
a matter of basic philosophy and approach. The Ives-Javits bill 
Imilds its whole rationale around the emergency at Schoellkopf. 
There is some emergency there, but it is an emergency that is not so 
r een that it ean be the determinant of Federal policy. 

s long as Senator Neuberger is here, I would like to say that while 
wen ~w York is an active, a large, and a high-level State, I want to con- 
fess to you very frankly we are an underprivileged State when it 
comes to the cost of electric power and the utilization of electric 
power. I don’t want to be the reverse of chauvinistic. As a matter 
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of fact, this committee has placed in the record in prior hearings the 
absurdly high rates in the Northeast, which are costly not only to resi- 
dential consumers, but also to industry which finds that their neigh- 
bors just across the Canadian border are getting equivalent power 
for half the cost. 

Senator Gorr. Half the cost ¢ 

Mr. Lapsie. Canadian rates in some cases are almost just about 
half the New York cost. And if you would like those figures, I can 
submit them to you. 

Senator Gore. I think I would like them. 

Mr. Liarste. I will be happy to submit them. 

Senator Neupercer. You are referring to Ontario Hydro ¢ 

Mr. Liprsic. Yes, sir. 

I did not consider it necessary to labor before this committee 
the importance of a preference clause. I have indicated its effects 
as Shown by Federal policy and experience. Let me simply state 
briefly: In the light of that policy, it is completely irrelevant. to 
labor—the point that munie ipalities and cooperatives represent only 
55 percent of the utilization in a given area. The whole Feder: ul 
policy is based upon the concept that they will represent a yardstick 
and that though small in numbers they wield an influence dispropor- 
tionate to their size in loweri ing rates generally. ‘That, I believe, has 
been almost uniformly the experience. W hile I will not cite them, I 
have listed in my statement instances, comparisons of rates between 
the TVA and Bonneville area, the private utility rates, of which the 
lowest is higher than the lowest municipal rate in New York State. 
And you will find those in the statement. 

Let me indicate very briefly three contentions that were presented 
in opposition to the ¢ ‘lark-Buckley bill. The first is that the prefer- 
ence clause is contrary to the New York pattern and therefore cannot 
work. I suppose I could answer that very simply by presenting to 
the committee the full page advertisement in the Times of July 10, 
1956, paid and signed by the power authority, in which it said we can 
work under, we will build the plant, we will finance it, and we will 
provide the power under the Lehman-Buekley bill, with or without 
amendments. 

If the committee desires that ad, I have it with me and I can sub- 
mit it for the record. 

In addition, I have cited in my statement other statements by 
Chairman Moses, by representatives of the trustees, indicating that 
under the Lehman-Buckley bill, which is identical with Clark- Buckley 
they can work with perfect feasibility. I think there is nothing to 
that argument. 

In addition, I have indicated in the statement the congressional] 
history from 1941 to 1952, in which the Power Authority of New 
York has uniformly advocated a preference clause of the Federal 
type. 

So far as the argument that you can’t sell bonds under an open-end 
preference clause, that is unadulterated nonsense. The power author- 
ity sold $335 million worth of bonds before they ever made an allo- 
cation to Reynolds, to Niagara Mohawk or any others in the St. Law- 
rence area. 

The city of Memphis, after Dixon-Yates was canceled, was able to 
float with no difficulty whatsoever a $163 million bond issue. The 
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experience of this committee has indicated in its report there is no 
difficulty in financing arising out of a preference system. Of course 
there is no conflict between the New York law and the Clark-Buckle “Vy 
bill. I have indicated that and the authorities in my statement. 

The second contention is that the preference clause is unnecessary 
because there has been adequate provision made, it will continue to 
be made to meet the needs of domestic and rural consumers. The 
municipalities and co-ops are here and can speak for themselves. I 
merely cite the record of the Albany hearings before counsel for Gov- 
ernor Harriman in which they indicated that if they had been ade- 
quately taken care of they are not aware of it, and in which they in- 
troduced in the record a letter by the Municipal Electric Utilities 
Association which stated that if the marketing program with the 
authority were carried out it would mean the death warrant of the 
municipal electric system in New York. 

The co-ops have also indicated that the rates being proposed to 
them are twice those charged to other consumers under the program. 

And of course nobody has talked very much about the forgotten 
domestic and rural consumer whose rates are so high. 

Let me point out that the formula for savings to be passed on to 
conswners under the power authority contract with Niagara Mohawk 
was so absurd that it had to be revised at the insistence of Governor 
Harriman. The way they calculated it, they set up an equation with 
the cost of St. Lawrence power on both sides of the equation, and the 
saving was to be determined by subtracting the cost of St. Lawrence 
power from the cost of power from all sources wherever obtained, 
which of course included St. Lawrence. That was so ridiculous it 
was changed to eliminate the St. Lawrence power cost. 

The saving was so tremendous, the saving to consumers, as esti- 
mated by the Governor’s counsel under those contracts, they rose 
from $2 million to $2,200,000. Compare those with the estimates this 
committee has made of the tremendous savings in electric rates which 
can be achieved through an integrated St. Lawrence-Ni: agara devel- 
opment and I think the inference is clear that there has been no 
adequate provision for domestic or rural consumers. 

Let me in 1 minute dispose of the last point, and that is the con- 
tention that for reasons of geography or reasons of cost, the mar- 
keting area has to be narrowly limited. I think this is the most vital 
point ‘that the committee m: iy have before it because it will do you no 
good to adopt either bill if there still rests the definition of the au- 
thority, by the power authority, under the same terms and standards 
that it has used up till now. In effect, you will be freezing the inter- 
pretation already given. That interpretation assumes that 150 miles 
is the farthest you can transmit power, and that of course is ridicu- 
lous. I have cited the authorities here in the statement. I believe it 
was conceded here today by Mr. Moore that of course you can trans- 
mit much farther than that. 

The second argument, the cost. Now the power authority has issued 
several documents—I have indicated them in my statement—in which 
they purport to calculate the cost of transmission. The first one for 
St. Lawrence was to prove that tri msmitting from St. Lawrence down 
to Utica would be almost as expensive as buying it in the Utica area. 
In my statement you will find an analysis of that which proves ean t 
completely fabricated and synthetic figure; that they represent : 
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purely arithmetical device, applying cost-of-living increase over 
the years and ignoring completely all the technological and design 
changes incorporated since that time. 

The same Series was used by Chairman Moses in his document 
yublished by the power authority in a letter to Senator Clark in which 
he purported to deteviniae the cost of transmitting power from point 
to point, from a point in New York to a Pennsylvania cooperative. 
We are advised by engineers that there was no engineering possibility 
at all of calculating a point-to-point cost under the situation you have 
here; that you can calculate costs only on a system basis. 

We were also advised, as I have indicated in my statement, that no 
other substantial system calculates costs on that basis. I submit that 
if there is any concern about those figures this committee should insist 
upon the production of engineering and survey data wpon which those 
costs were calculated. I submit you will find no reliable data in that 
respect. 

Finally, let me make one more point and that is this: We have heard 
a great deal about costs, the obligations of the authority. The as- 
sumption has been made that power authority power must be sold at 
cost to all users. I submit that that is not the New York law. The 
New York laws requires that it be sold at cost only to municipals and 
cooperatives. And on that basis, the law also indicates very clearly 
this intent: That the secondary sale to industrial users to obtain 
revenue was designed to obtain revenue to finance the low-cost sale to 
municipals and co-ops, which indicates very clearly that they could 
reasonably be charged a higher rate in order to raise that revenue. 

On that basis, it seems to us very clear, and particularly in view 
of the fact that the opposition to the Clark-Buckley bill finds, among 
others, all the private utilities who so bitterly opposed public develop- 
ment of the St. Lawrence and Niagara, that this committee should 
stop and endorse the Clark-Buckley bill. 

Senator Gore. Thank you very much. 

The committee will permit you to make a concluding statement 
later, Mr. MacGregor. You have already appeared. 

Mr. MacGrecor. The man has lied. I want to get it clear in the 
record, if that is all right, to correct that. 

All I want to say is that the last witness is in no position to speak 
for the International Brotherhood of Electrical Workers. When he 
said the international is in favor of the Clark-Buckley bill, it is an 
outright lie, and I will get the international president to make 

Senator Gore. I don’t think you ought to use that word. No one 
means to be prevaricating here. Would you not modify that word? 

Senator Nevusercer. I don’t think he said he was in favor. I can’t 
vouch for the truth or falsity of what he said. I think he said it was 
not opposing. I think those were the words he used. 

Mr. Lipsia. Yes, sir. 

Senator Nevsercer. In fairness I think the gentleman, Mr. Lipsig, 
said that the international brotherhood was not opposing the Clark- 
Buckley bill. I think that was what he said. Let’s have that 
straight. 

Senator Gore. If that be the case, will you modify your statement? 

Mr. MacGrecor. Yes. If that be the case, he is mistaken. 

Mr. Larste. I will say for the record that my information comes 
from the American Federation of Labor, CIO. 
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Senator Gore. There will be placed in the record at this point a 
letter from the AFL-CIO, from Mr. Andrew J. Biemiller, director, 
legislative department. 

( The letter referred to follows :) 
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AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., April 10, 1957. 
Hon. Ropert 8S. KERR, 
Chairman, Subcommittee on Public Works, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR KERR: We request that this letter be made a part of the record 
in the hearings you are now conducting on bills to provide for development of 
the power potential of the Niagara River, 8S. 512 and 8. 1037. 

The American Federation of Labor and Congress of Industrial Organizations 
wholeheartedly supports 8. 512, the bill introduced by Senator Joseph Clark for 
himself and 16 other Senators. We do so because it provides for power develop- 
ment under the same terms as those which have been established for public pro- 
grams since the use of electric power became widespread throughout the country. 

While the bill itself establishes the prior right of municipalities, rural elec- 
tric cooperatives, State agencies and Federal defense facilities to the power 
which will result from Niagara power development, it must be remembered that 
the foreseeable demands of these customers over the next 10 to 20 years will 
amount to only about 25 percent of the power developed, leaving 75 percent of 
the power for industrial and other private uses. 

These terms were originally established in our national policy with the 
Reclamation Act of 1906. Since then, every major public power development 
in the United States has, by congressional action, operated under the same 
terms. The two great public power systems, Bonneville and TVA, have demon- 
strated that this national policy is beneficial not only to this class of customers, 
but also to electric power users in nearby areas. 

We are all familiar with the dynamic effect the TVA and Bonneville systems 
have had in the economies of the areas which they serve. Because they have 
been able to produce and sell large quantities of power at low rates, they have 
encouraged industrial development which has meant new jobs, higher standards 
of living, and greater revenue returns to the Federal Government. 

We have seen that these practices have had the effect of driving down rates 
and increasing consumption in nearby areas served by private power companies, 
while at the same time the profits of those companies have risen more rapidly 
than in areas not directly affected by TVA activities. 

The area which will be served by Niagara power now has nearly the highest 
electric power rates in the Nation. It is greatly in need of the economic stimulus 
which can be introduced if the terms for Niagara development adhere to the 
terms of our other public power systems. 

It is, of course, essential to the success of this kind of development that the 
licensee be directed to erect transmission lines necessary to serve this Class 
of customers. 

Another feature of S. 512 which we believe makes it preferable to the Ives- 
Javits bill, 8S. 1037, is the provision which instructs the New York State Power 
Authority to control resale rates in its contracts with private utilities customers, 
It would be a futile use for public funds and public resources if power sold to 
utilities at low rates could be sold to consumers at high rates. 

We respectfully urge the committee to report favorably 8. 512. We hope that, 
especially because of the critical power shortage now existing in the area, the 
bill will be speedily enacted by the Congress. 


Sincerely yours, 


ANDREW J. BIEMILLER, 
Director, Legislative Department. 


STATEMENT OF BLAINE STOCKTON, PRESIDENT, NEW YORK STATE 
ASSOCIATION OF RURAL ELECTRIC COOPERATIVES 





Mr. Stockton. My name is Blaine Stockton. I am president of 
the New York State Association of Rural Electric Cooperatives, and 
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——_ of the Oneida-Madison Electric Cooperative at Bouck- 
ville, N. Y. 

Yesterday and today there were a lot of statements made about the 
power authority having signed contracts with the State of New York. 
We have not yet had any signed contracts for St. Lawrence power at 
the present time. We are negotiating. It was necessary for the other 
New York cooperatives represenatives to leave last night, therefore 
I shall testify on behalf of the five New York rural electric 
cooperatives. 

I shall endeavor to keep my statement very brief, and will not, 
therefore, go into the background of the power situation in New York 
State which I am sure would be largely repetition. 

We are all, I believe, agreed that any further delay in the develop- 
ment of the power potential of Niagara Falls would not be in the 
best interest of the people of New ‘York State, and the adjoining 
States, in fact further delay would be almost shameful. 

We are further agreed, I believe, that this is not a question of 
public versus private development as both bills being considered by 
this committee would grant a license to the New York State Power 
Authority. Therefore, the question before this committee, and the 
point of difference in the bills before this committee, becomes one of 
marketing. 

Gentlemen, we are in favor of the Clark bill, S. 512, for the follow- 
ing reasons : 

(1) The language of the Clark bill is identical to that of the Leh- 
man bill which was passed upon by this committee last year, and 
was subsequently passed by the Senate. We believe that this bill 
would be the most sure and expeditious way of assuring speedy de- 
velopment of the latent power at Niagara Falls. 

(2) The marketing provision—preference clause—in the Clark bill 
will give the municipal electric systems, and the rural electric co- 
operatives assurances of their fair share of the power from this devel- 
opment. 

In the marketing of St. Lawrence power, we have not as yet been 
able to negotiate a satisfactory contract with the New York Power 
Authority, even though the cooperatives were among the very first 
to make applications for St. Lawrence power. 

After repeated meetings with the power authority, three of the 
New York cooperatives have been offered contracts. However, these 
contracts are still very undesirable. They would result in a cost of 
power of approximately 9 mills at the cooperatives’ load centers. 

One of the undesirable features of this contract is the wheeling 
charge. After considerable negotiations, the wheeling charge was 
reduced from 2.6 mills to 2 mills. This 2-mill fieure, however, is 
for the very limited time of 5 years. After that we have no assur- 
ance of what it might be. We have no evidence that the New York 
Power Authority marketing plan for St. Lawrence power will pro- 
vide a power cost yardstick in New York State. 

A great deal has been said by Senator Ives and Congressman Mil- 
ler that this bill, S. 1037, was a “compromise.” In the February 4 
issue of Electrical World magazine, is a picture of persons who par- 
ticipated in arranging the “compromise.” Under this picture are 
the following words : “Ganged up for Niagara fight are New Yorkers 
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Javits, Ives, E. J. Machold, Miller, Moses, H. E. Machold, New York 
Power Authority general manager, W. S. ‘Chopin, and power author- 
ity’s general counsel, Thomas Moore.” 

You will note that representatives of municipal and rural electric 
systems are conspicuously absent. 

To comment further on the preference clause, it seems that the Fed- 
eral preference clause is indispensable to the successful passage of 
Niagara legislation rather than preventing it. Last year, Niagara 
legisl: ition containing the Federal preference provision passed the 
Senate by a comfort: able ms argin, and would not have passed without 
it. 

As to a bill with the Federal preference clause passing the House of 
Representatives, I was told last year that if the bill were out of com- 
mittee, it would have passed. Certainly, if the 25 Republican Con- 
gressmen from the State of New York stood for public power and 
supported a bill with the Federal preference clause, there 1s no ques- 
tion but that bill would pass the House. It appears, therefore, that 
the proposed bill, S. 1037, which eliminates the Federal preference 
clause is, and well might be, the very document which will prevent 
legislation for Niagara water ‘being passed. 

‘It has been said before this committee that only 5 percent of the 
Niagara power could be utilized by municipal and cooperative systems 
within the economic transmission distance. Granting that this is true, 
there should be no objection whatever by anyone to a bill which gives 
the right of first use to this small amount of power under a preference 
clause. The word “reasonable” amount in the proposed bill S. 1037, 
certainly carries the implication that even the 5 percent would be 
limited. This is not a fair position even for the New York Power 
Author ity to ti ake, 

The Federal preference clause is a sound and fair provision as a 
matter of principle. No valid attack can be made against it, since it 
merely recognizes the fundamental right of first use, ‘which the owner 
always has. It seems inconsistent to favor public power and at the 
same time to say that the State, as the owner, does not have the right of 
first use—preference—to the power generated at its own plant. Prin- 
ciples are important and should be maintained and fought for. 

The right of first use clause—preference—does not materially inter- 
fere with the proper contracting for the power on a practical basis, 
If, as has been said, the municipals and cooperatives would only 
utilize 5 percent of the power, there would be 95 percent of the power 
which the power authority would be in a position to contract for. 
With such a large percentage of power available, there is no force to 
the argument that the right of first use clause—preference—would 
interfere with contracting for the sale of power. 

Gentlemen, I thank you for the privilege of appearing before you 
today, and urge that you report S. 512 favor ably out of the committee 
at an early date, in order that the power potential of the Niagara River 
may be developed for the good of the people. 

Senator Gore. The committee will adjourn until 10 o’clock 
tomorrow. 

(Thereupon, at 4:50 p. m., the committee was adjourned, to recon- 
vene at 10 a, m., Friday, April 12, 1957.) 
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FRIDAY, APRIL 12, 1957 


Unrrep Srares SENATE, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop ConTROL, 
Rivers AND Harsors, 
Washington, D. C. 
The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 412, Senate Office Building, the Honorable Robert S. Kerr, 
presiding. 
Present: Senators Kerr (chairman of the subcommittee), Carroll, 
and Cotton. 
Also present: Senator Clark (Pennsylvania). 
Senator Kerr. The committee will come to order. 
Mr. Luse. 


STATEMENT OF POWERS LUSE, MANAGER OF THE HANCOCK-WOOD 
ELECTRIC COOPERATIVE, INC. 


Mr. Lusr. Mr. Chairman, my name is Powers Luse. I am the 
manager of the Hancock-Wood Electric Cooperative, Inc., of North 
Baltimore, Ohio. I am also the secretary of the Pennsylvania-Ohio- 
New York Committee on Low Cost Niagara-St. Lawrence Power. 

This committee represents electric cooperatives and municipal elec- 
tric systems interested in putting an end to high-priced electric 
power in the northeastern United States. 

I would like to digress for a moment from my prepared state- 
ment, Senator Kerr, to correct a bit of misinformation which was 
apparently involved yesterday morning when it was suggested that 
neither Ohio nor Pennsylvania had made any move to qualify them- 
selves as purchasers of such power as may become available through 
the enactment of either of these proposed bills. 

As a matter of fact, we have introduced in the Ohio Legislature a 
bill very similar to the Vermont statute which would, of course, 
qualify us, if it is enacted into law, to receive a share of this power 
when it does become available for us. 

The Pennsylvania people have prepared such legislation and ex- 
pect to introduce it in the very near future. 

I would like to skip down to the bottom of my first sheet there. 

Senator Kerr. I am interested in everything that is on it; you go 
ahead and do as you like. 

Mr. Luse. There are 39 electric cooperatives within the economic 
transmission distance of Niagara Falls serving about 170,000 rural 
and domestic consumers. 
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Senator Kerr. What do you regard as economic transmission dis- 
tances ? 

Mr. Luse. The distance of which a prospective customer is willing 
to go to buy the product. 

enator Kerr. Do you mean that you would build a transmission 
line to get it? 

Mr. Lust. The New York Power Authority in this particular case 
has proposed specifically that they would be interested in delivering 
a block of power to Jamestown, N. Y., which is in the southwest cor- 
ner of New York, and from that point or to that point, it would be 
necessary for those of us in Pennsylvania and Ohio who are interested 
in buying it, in building transmission lines or arranging for wheeling 
contracts from Jamestown to those areas in Pennsylvania and Ohio 
which are economically within reach of that point. 

Senator Kerr. Now, how far is Jamestown from Niagara? 

Mr. Luse. It would be roughly 85 miles, I believe. 

Senator Kerr. And the proposal or projects you are talking about, 
and indicating that work is being done on, would be to either “build a 
transmission lines for a group of REA cooperatives from Jamestown 
to pick it up there from the aes York Power Authority, or to make 
a deal with private utilities to pick it up there and wheel it to your 
substation ? 

Mr. Luse. That is correct. 

Now to further answer your question, I think it is impossible to put 
a mileage limit on the economic market area until two things are 
known: the cost of the power, in this case at Jamestown, and the cost 
of the transmission or wheeling. 

Now, if the power authority jacks its price up at Jamestown we will 
say to 10 mills 

Senator Kerr (interposing). That would make it uneconomic if 
you were at Jamestown. 

Mr. Lusz. Fo even look at it. We would not even look at it in that 
case. So, to put a mileage limit on the economic market area at 175 
or 300, we think, is absurd. That is an arbitrary approach and has 
no reason. 

Senator Kerr. All right, sir. 

Mr. Luse. Our 1957 use and estimated 1960 electric power require- 
ments were in 1956, 257,000 kilowatts; 1960, 500,000; and the kilowatt- 
hours, 1,078 million in 1956 and 2,080 million in 1960, 

Municipal electric systems within economic transmission range of 
Niagara Falls will require approximately an equivalent amount of 
electric power by 1960. 

We prefer the Clark bill, S. 512, because we believe it will gain far 

reater benefits for the rural and domestic consumers of northeastern 
United States than will the Ives-Javits bill. The big difference be- 
tween the two bills is that the Clark bill provides for an absolute pref- 
ence for electric cooperatives and public bodies. We believe this 
preference essential. 

Now, as I see it or as our people see it, this thing has now boiled 
down to a difference of opinion between New York Power Authority 

reference or Federal-type preference. And I should like also to 
fitroes here to say that I think my people without any exception, are 
entirely agreeable to the allocation of the 445,000 kilowatts to Niagara 
Mohawk, provided—we have 2 provisions on that allocation or think 
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there should be 2. One is we feel that the allocation should be ear- 
marked for those industries up there which have been or are in 
danger of losing this low-cost power; otherwise the allocation might 
be made and the industries still left in ‘the lurch. 

The other provision about which we are concerned is that. the 
price be fair and reasonable. 

The New York Power Authority has developed the St. Lawrence 
power program under a nonpreference FPC license) and a New 
York statutory requirement of preference for rural and domestic 
consumers. In actual practice, the New. York. Authority has al- 
ready contracted for one-half the available power to nonpreference 
industries and an additional one-third to private utilities and to the 
State of Vermont which will certainly allocate the bulk of its pur- 
chases to private power companies. Using the most optimistic mathe- 
matics, we do not believe their St. Lawrence power marketing plan 
can save the rural and domestic consumers involved more than $3 
million per year. 

I was interested last night when Mr. Lipsig testified. He pre- 
sented testimony which I had never heard, of course, before. His 
figure for the saving under St. Lawrence marketing was $2,200,000 
by stretching some points. This is peanuts when you consider that 
we are talking about a $335 million investment. 

The type of power marketing policy we are talking about would 
save twice as much or about $15 million per year. Less than a month 
ago, Mr. Moses ridiculed Senator Clark’s suggestion that the Penn- 
sylvania co-ops had set themselves a goal of saving their farmers $100 
per year. Mr. Moses wrote a long letter which I will not bother to 
quote—it is not worth quoting—in which he asked the Senator “How 
wild can you get?” 

My own answer to Mr. Moses is that we can save the average Penn- 
sylvania, the Ohio, and the New York farmer $100 per year on their 
electric bills provided you want to do so and provided you have at 
your command the necessary skill. 

Now, in the case of the New York Power Authority they have the 
necessary skill but I do not think they want to. 

The present annual use in these areas is about 5,000 kilowatt-hours 
at an average price of about 3 cents per kilowatt-hour. There again 
I should like to digress, if I may presume to advise anybody on . the 
subject of the price of electric power. I think to simplify it slightly 
we can divide all electric consumers in the United States into three 
groups. We have the group which pays approximately 3 cents per 
kilowatt-hour for its power; we have a group which pays approxi- 
mately 2 cents; and a group which pays approximately 1 cent. 

Now, in the case of the New England area, including New York 
and Pennsylvania, the consumers of those areas are paying 3 cents 
per kilowatt-hour, approximately. The actual figure will, I am sure, 
exceed that figure. 

Right across the Niagara River in Ontario, as you are familiar, 
the residential and rural consumers up there are paying 1 cent per 
kilowatt-hour. Out in the Midwest the price is perhaps closer to 
2 cents per kilowatt-hour. So, to go on with the prepared state- 
ment, our cooperatives are doubling every 6 or 7 years. With a 
10,000 kilowatt-hour average annual use and a price of 2 cents per 
kilowatt-hour, you have achieved a $100 annual saving, 
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In other words, if we can drop the price from 3 cents to 2 cents 
the saving of $100 based on a 10,000 kilowatt-hour average annual 
cost is exceedingly reasonable, and if I may also add this—I am the 
manager of an electric cooperative and my particular cooperative has 
been able to reduce its price per kilowatt-hour that our consumers 
pay at an average annual reduction of 1 mill over the last 10 years, so 
we have succeeded in our case in cutting the price 1 cent. 

I mention that simply to indicate that it is very well within reason 
and for Moses to say, “How wild can you get?” it seems to me he 
is completely disregarding what can be done, what has been done, and 
what should be done for every rural and domestic consumer, particu- 
larly these poor people up in the Northeastern United States who are 
being so badly treated at the present time. 

Just across the New York line in Canada, the Ontario Hydro is, 
as Mr. Moses must be embarrassingly aware, selling at retail for 
about 1 cent per kilowatt-hour. In this country in the TVA and 
Washington State areas, figures well under 2 cents are being paid by 
“average” rural and domestic users. In addition, the effects of the 
“vardstick” would save consumers of other utilities in the Northeast 
area untold more millions of dollars. 

Electric rate levels are usually determined by two factors—the 
economic and the philosophical. Included under the latter is the 
attitude of the rate-making group toward the consumer. If the rate- 
making group is determined to help the consumer, you will usually 
find they develop the methods and find means of doing that and you 
find low rates and high average use, with resulting higher living 
standards. 

If, on the contrary, the rate-making body is callous and indifferent 
toward the consumer, you will invariably find high rates and severely 
restricted electric power usage. 

Now, it is a strange and peculiar thing, if I may digress again, 
within the last 2 or 3 years—about 3 years ago—the power authority 
was talking about saving the rural and domestic consumers of the 
area involved with St. Lawrence and Niagara, $95 million a year. 
Now, something has happened to that high goal, that ideal which 
they had set for themselves. Now they are talking this project 
down. They say, “We haven’t got anything to sell,” they are talking 
about saving the consumers a penny a day, 30 cents a month. As T 
said, with my mathematics that came out to possibly $3 million a year. 
Their $95 million figure has been lost. 

Now, what has happened to them in the 3 years? It is not infla- 
tion, we have not had inflation like that in the last 3 years, as this 
committee is very well aware. 

The power authority still talks good, they talk about their desire 
to help the rural and domestic consumer, but they have marketed the 
bulk of their power in such a way that the little fellow is simply get- 
ting left out. 

IT believe the power authority up to date has signed contracts with 
3 municipalities only, Plattsburg, Solvay, and Boonville. They have 
not signed a single contract with a single cooperative. They only 
have 3 in their area but they have not been able to get together with 
any of the 3. Why? Not because they have not talked but because 
they have got their price up so high. They put out a publication, 
very beautiful publication—incidentally, that is one thing I commend 
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the New York Power Authority on—they do put out magnificent 
brochures. This one put out this spring, they said that their power 
cost at Utica was 6349 mills, but they are asking our little co-ops down 
there 8%,» mills at a point very close to that. It just does not make 
sense. Something has gone haywire. 

Senator CARROLL (presiding). Are you referring to co-ops in New 
York ¢ 

Mr. Lusr. Yes—yes, sir. We have 3 in New York, 3 very small 
co-ops. None of them are large, but it is to them that the power 
authority has made this offer of approximately 8% mills and which 
none of the 3 has accepted. 

They have a lot of municipals up there which would be interested 
if they were to get the price down within reason, but apparently they 
do not want to do that. 

Senator Carroti. May I interrupt ? 

Mr. Luse. Yes. 

Senator Carrot. What is the price given the municipalities who 
have entered into contracts; do you know what that price is 

Mr. Luse. I cannot answer that question, Senator. I believe that 
Mr. Radin is present and will testify later this morning and I be- 
lieve that question might better be asked him. I think he is present. 

Mr. Raptn. I am sorry, I missed the question. 

Mr. Luss. The price to Plattsburg, Solvay, and Boonville. 

Mr. Raptr. I believe it is 6 or 7 mills. 

Senator Carrotu. Thank you. 

Mr. Luss. It is our considered opinion that the New York Power 
Authority is doing a magnificent job of constructing the St. Lawrence 
Seaway electric power system. But the power authority has done 
a very mediocre job of marketing this available power for the benefit 
of “rural and domestic” consumers. We firmly believe that Mr. 
Moses and his associates will be remembered by posterity as great 
builders but poor merchants—at least from the point of view of the 
electric consumers. It appears to us that their great dream is so 
focused on great dams that they have lost sight of most of the “little 
fellows” who need abundant cheap power to attain their desired 
standard of living. 

Congressman Miller in his testimony day before yesterday made a 
statement to the effect that if Federal type preference were included 
in this enabling legislation, every little town in New York State 
would want to set up its own municipal electric system. 

Congressman Miller obviously fears and is strongly opposed to that 
possibility. The issue becomes more and more clear—one group repre- 
sented here seeks low-cost power for the northeast U nited States and 
one group will oppose such low-cost power by every conceivable ma- 
neuver. The New York State average residential bill for 250 kilo- 
watt-hours in 1955 was $7.85 ¢ ompared to $4.63 for Washington State: 
$4.92 for Tennessee; $5.41 for Oregon; and $5.52 in Alabama. If 
there is an issue of States rights here it may be the right of a State to 
maintain excessive electric rates for the small rural and residential 
consumers of that State. 

We believe that passage of the Clark bill with a traditional type 
preference clause would compel the New York Power Authority to 
take considerably more interest in the development of marketing poli- 
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cies that would bring maximum benefits to the maximum number of 
people not only in New York but in Pennsylvania and Ohio as well. 

The issue of States rights has been raised. Congressman Miller 
insisted yesterday that this is solely a matter of concern to New York 
State and that Congress has no right to impose a Federal type prefer- 
ence on any State. I would suggest to your committee that this 
Niagara Falls water comes from ‘the watersheds of eight States and 
only an “act of God” put the falls adjacent to New York State. If 
this were a State problem only, the power authority would not be here. 
They would be in their own assembly. In any case, in all their pro- 
posed allocations of Niagara power the New York Power Authority 
has never questioned the interests of “neighboring States.” 

The only question that might be raised on the way they are going at 
it, they are getting price so elevated that the neighboring States may 
be forced to eliminate it. 

The New York Power Authority has, in recent weeks, made re- 
B03 statements that were S. 512 with its preference provision to 
yecome law they could not market bonds for the Niagara works. 
When this bill was previously before you in the 84th Congress as the 
Lehman bill, the power authority did not raise that question. In 
fact, Mr. Moses on several occasions—I have the printed testimony 
from June 28, 1956. for example, where he said “We can live with it.” 
Let me quote from page 15 of Mr. Moses’ statement, referring to the 
Lehman bill. He does mention this financing, but he says: 

In spite of possible conflict with our State law and difficulties of financing, 
the authority believes it can work under it and will in the event of its passage 
in its present form make every effort to do so. 

Senator Carrott. What document are you reading from? 

Mr. Luse. That is the hearings on S. 1823, before this committee, 
dated June 28, 1956. 

Senator Carrott. What is the page? 

Mr. Luse. Page 15. 

Senator Carroti. Thank you. 

Mr. Luse. In your committee’s 1955 hearings on S. 6 and S. 1823, 
pages 41 and 42, in Mr. Moses’ letter to Senator Chavez, Mr. Moses 
directly and impliedly gives his unequivocal support to the Lehman- 
Buckley bills. Now less than 2 years later the scene has changed com- 
pletely. We contend that if the authority could market the bonds in 
1955 under the provisions of the Lehman-Buckley bill, they can do 
equally well in 1957 under the identical provisions of the Clark: 
Buckley bills. 

I might add that in Memphis and in the Northwestern United 
States there has been no difficulty in selling bonds which contain 
preference provisions of this nature. 

Senator fiver May I interrupt to ask this question ? 

Mr. Luse. Yes, sir. 

Senator Carrotit. When these statements were made in 1955 and 
1956 was there a fight going on in New York State between private 
power and public power? 

Mr. Luse. Yes, sir. 

Senator Carroni. Since that time has that fight been resolved ? 

Mr. Luss. Yes, sir. 
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Senator Carroii. In favor of what is called public power under 
the New York Power Authority ? 

Mr. Luss. Yes, sir. 

Senator Carroty. And does the instance of the so-called rockslide 
change the situation? I am seeking information. There has been a 
change in this that is not clear to me because I am not as familiar 
with the background as you folks who have been working on this for 

ears are. Senator Javits yesterday indicated that there had been a 
bitter struggle between the private power interests and the public 
authority, that they had prevailed, and that—that is the “he” speak- 
ing for himself as attorney general—the then New York attorney gen- 
eral had fought on the side of the public authority and that they 
had won that fight, and I wondered if there was a change between 
these statements made by Chairman Moses of 1955 and 1956, whether 
that changes the situation with which we are confronted today. 

Mr. Lusn. I do not believe it would change the situation one iota 
so far as marketing bonds is concerned. It is true, as you suggest, 
that since the incident of the roc ‘kfall, not only the power companies 
but the power authority have changed their position. I think some- 
one used the word “metamorphosis” which is not a word I ordinarily 
use, but I guess that is what happened. Following the rockfall the 
power authority which had favored a Lehman bill, identical to the 
Clark bill, has switched. ‘They are no longer in favor of the Lehman 
bill or the Clark bill as it exists today. “They have switched sides. 
The power companies, on the other hand, who had been in favor of a 
private development bill have also switched sides and are now in 
favor of the Javits bill. 

Now, of course, the private power companies and their relationship 
to the Buffalo- Niagara Falls industries are in a rather desperate sit- 
uation and a very severe emergency exists and we are the first to 
admit that. But so far as marketing bonds is concerned the situa- 
tion, if anything, has, in my opinion been very much improved by the 
compromise which has resulted, probably from the rockfall. 

Senator Carroui. Well, as 1 understand the testimony of Senator 
Javits who was then the attorney general of New York, it was his 
opinion in a written opinion of the attorney general, that the pref- 
erence clause is contrary to the laws of New York and would there- 
fore seriously interfere with the marketing of these bonds. 

Do you care to make comment on that 

Mr. Luse. No; I do not believe that I am qualified to do so, sir. 

Senator Carroii. And it is my recollection from his testimony that 
his opinion was subsequent to the letters which you have mentioned 
here by Mr. Moses. Do you know what the date of that opinion is— 
the attorney general’ ’s opinion 4 

Mr. Lusg. I am inclined to agree with you that it is subsequent to 
these statements of Moses. 

Senator Carrory. All right, do not let me interfere with your 
presentation. 

Mr. Luster. I believe you are correct in your statement. 

My plea and the plea of the people that I represent is that this 
Congress now give to the average electric consumer of Northeastern 
United States the break he has so long deserved. 

I thank you for this opportunity to be heard. 
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Senator Carroti. As a newcomer to this committee and as one cer- 
tainly not throughly conversant with all of the issues that have been 
developed through the years, it just seemed to me that the various 
States involved through their accredited agencies, from the testimony 
that I recall, have not been pursuing the States. I am referring to 
Pennsylvania and Ohio; there was no negotiation on here during this 
legislative period with the New York State authority and I cannot 
understand it. 

Can you explain that to me? 

Mr. Luss. Well, I believe I would ask to disagree with you, Sena- 
tor. In the first place I mentioned a moment ago that the Ohio 
Legislature now has before it enabling legislation to accredit the 
Ohio Public Utilities Commission exactly as did the Vermont I egisla- 
ture accredit their public utilities commission. 

Then, in addition to that, we have for many years been in touch 
with and negotiating with the power authority on many and very 
frequent occasions. 

Senator Carroti. You say “we.” Whom do you mean by “we’’? 

Mr. Luse. This committee that I represent, our electric coopera- 
tives in the three States. 

Senator Carrotz. I was referring to a State agency. I am happy 
to hear that Ohio is taking that step and I understand that Penn- 
sylvania may take that step. 

Mr. Lusr. That is correct. 

Senator Carroiy. I do not know that I am right in this, and I do 
not have the fixed conviction about it, but it would seem to me that 
either Ohio or Pennsylvania, if they are going to participate with 
the agency and if the protection is needed would have to establish 
such a State agency, do you not agree with that / 

Mr. Luse. Yes indeed, it is absolutely necessary and in order to 
meet the terms of the New York Power Authority Act. 

Senator Carrott. That is the point I was trying to make, because 
all through your testimony I detect that you feel that the power costs 
will be so great that it will not be of great benefit to the co-ops. 

Mr. Lusr. Well, may I say if the “New York type preference and 
the present type of administration is continued I suspect that may 
well be true. However, if the Federal type preference could be in- 
cluded it is our hope, although I concede that we cannot guarantee 
how Mr. Moses’ organization will behave, it is our hope that under 
Federal type preference they would be more likely to be concerned 
with the policy which would give not only our co-ops and municipal- 
ities the yardstick effect, some consideration. 

To be very blunt and cryptic on this thing, it seems to us that in 
recent months in particular the power authority has sought to market 
the available power at St. Lawrence with an absolute minimum of 
effort, the result being that the consumer, the average consumer, in 
the Northeastern United States area which is in this high rate area, 
this 3 centers let us call them, that have to pay 3 cents, are not going 
to get any benefits. 

In their own testimony they put out this power-marketing bro- 
chure to which I referred, may I just read you one paragraph of that. 

The savings to the average individual householder would not exceed 30 cents 
a month as compared to the enormous benefit from the establishment of new 
industries on the Niagara frontier. The same reasoning applies with greater 
force to the Niagara. 
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A cent a day, 30 cents a month. Why spent $335 million to save 
anybody a cent a day / 

Now, our contention is that as I have said in the testimony, they 
have lost sight of a great dream to help people and it has become a 
method of helping industry and passing on a very picayunish benefits 
to a very few people. And that 1s not what we wanted, it is not what 
the great dream has been, it is not what their great dream has been. 
But “something has happened. Maybe it was the rock slide that hit 
the dream as well as the plant. 

Senator Carronut. Do we have any authority, any financial author- 
ity or analysis of this statement about the Federal preference clause 
seriously interfering or impeding the marketing of these bonds ‘ 

Mr. Luse. In my opinion, no. 

Senator Carroiti. Well, you see, here is our problem: Now I do not 
know whether you have been present during all this hearing, but I 
have put many questions because I am interested, T am not one in 
any sense to the position which you are advocating today because I 
have been concerned about what is going to happen to the co-ops, what 
is going to happen to the transmission of electric ity, of power beyond 
State lines, and I must be frank with you, I’ve been a little bit dis- 
turbed because I accepted the statements that you make this morning 
that Ohio intends to pass enabling legislation. 

[ wondered why in this period of time there had not been more con- 
ferring of State agencies with the New York Authority. But we 
have got to make certain assumptions. 

Let us assume (1) that these bonds will not be readily marketable 
if the preference clause is in there. That is the blunt, bold statement 
made by the Senators from New York, by the New York Authority, 
and by their experts. They say it just will not work. 

Mr. Lusr. May I ask you a question at that point? 

Senator Carroiu. Yes. 

Mr. Lusr. Why did they not feel that way a year ago? 

Senator Carroii. That is why I was raising the ‘question, whether 
there had been a change in condition resulting from the shift in the 
fight, now the so-c alled public power, the New York Authority, the 
private utility fight versus the public power fight. There has been 
a change in that condition and whether the incidence of the rock- 
slide created a different situation and the Attorney General’s ruling; 
point 3, whether that in turn also created this very firm inflexible 
position that has been taken that they cannot market these bonds. 

Now, the question then, if that would be true, I do not say it is true 
at all, I say if it is true and this will be the argument as we get 
through, it seems to me this is the central point that the Congress, the 
Senate will debate and we have got to have some answers. 

Mr. Lusr. Well, in my opinion the getting together, so to speak, 
of the New York Power Authority and the private companies has 
improved the marketability of the bonds. Now, what effect Senator 
Javits’ opinion as Attorney General may have had on the marketing 
I do not have an opinion as to that. 

Senator Carrot. You see, if we assume that their position is sound 
there will be no project at all unless somebody markets these bonds. 

Now, is this a real serious obstacle ? 

Mr. Luse. In my opinion it is no obstacle. 
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Senator Carrott. Well, but we have got to have an opinion. They 
say it is. 

Mr. Louse. I know they do. 

Senator Carroiti. And they say under New York law they cannot 
market it. 

Mr. Luse. Well, is that not part of their game to head off this 
type of preference which obviously they do not want to live with? 

enator Carro.ti. Well, we cannot conclude that. 

Mr. Lusz. No, I realize that. 

Senator Carrott. We cannot base a conclusion upon a conclusion 
when they have got the statement. They say here is the law; if you 
put a Federal preference clause in here we are done, this project is 
over in effect, this is what they have said. 

Mr. Luse. Well, I think they are making an unsupported conclu- 
sive statement also at that point. 

Senator Carroti. Well, you see at least they have cited the law 
and this is the state of the record today. Now the question is if they 
are wrong we have got to some way meet it, it seems to me. 

Mr. Luss. But, did Senator Javits’ opinion as Attorney General 
imply that the bonds could not be marketed or did it so state if there 
were Federal type preference clauses in the opinion ? 

Senator Carroti. As I understand the substance of his testimony 
was that the concept of a Federal preference clause is in direct vio- 
lation of New York law. 

Now, that was as I understand his testimony, and I am perfectly 
willing to be corrected by any witness who comes here 

Mr. Luse (interposing.) No; you are correct on that, Senator. 

Senator Carroiy. I am not speaking for Senator Javits, I am try- 
ing to interpret his testimony and, as I say, one who is sympathetic 
to the aims and objectives that you set forth in the bill the question 
keeps coming back to my own mind, if this is true what has been 
said, as I have understood it, if we have the preference clause as 
previously stated in the Lehman bill, they say it will destroy the 
whole project; therefore, there will be a tendency to move to soften 
the position—both positions—to get out a workable bill. 

Mr. Luse. I am certainly no qualified expert in the field of bond 
marketing and I hesitate to express opinions on the subject. I do 
recall, however, Senator, that Senator Lehman who had a—who 
certainly qualifies immeasurably better than I as a bond marketing 
expert, foresaw no difficulty in that field, and if anyone in the United 
States Senate at that time should have known I think it was he, and 
he said at that time that there would be no difficulty. 

Senator Carrotu. Well, I have great respect for Senator Lehman, 
one of the reasons that I permitted my name to go on this bill as 
a cosponsor, S. 512, was because of my great respect for Senator 
Lehman and I had looked into the record before I did that and saw 
the vote of the Senate. 

Now, the question I am raising is whether there has been a change 
in conditions in this bald statement that there will be no project if 
we insist—that is no project by the New York Authority—if there 
is an insistence upon the Federal preference clause. 

This is what I gather from all of the testimony and I also sense 
a desire to move, if not the enactment of the Federal preference 
clause, is there some middle ground—they are using the word “the 
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new amendment,” that is reasonable. Have you read the new 
amendment ¢ 

Mr. Lusg. Yes, sir. 

Senator Carrott. How would that affect the rights of co-ops and 
domestic consumers beyond the State line of New York? What does 
that mean ? 

Mr. Luse. It means nothing in my opinion. It would be no 
good. As to their statement that they cannot market the bonds if 
they get Federal type preference, it seems to me that is like a little 
boy who said, “If I can’t be the pitcher I’m going to take the ball and 
go home.” 

Now, usually there is a ball game anyway. 

Senator Carrouu. Well, that is again, you see, that is an observa- 
tion that fits your view of thinking, and you may be right. But I 
think we have got to have some proof, some evidence in the record to 
see whether or not that is the situation, because they place it on the 
different premise. ‘They place it upon an interpretation of a New 
York statute that says it is clearly contrary to New York law. So, 
again I come back to Ohio and to Pennsylvania, if—if, I say—that 
we cannot put into a bill a strict compliance with the Federal pref- 
erence clause is there some middle ground through negotiation that 
Ohio and Pennsylvania, working through accredited agencies, can 
give protection, even under this so-called reasonable interpretation ? 

I just throw that out for what it is worth. I do not know that it 
can be done, because if we want a project I do not necessarily disagree 
with you about the boy concept who wants to pick up his bat and ball 
and go home, but if it is deeper than that we have got to recognize it 
immediately. | 

Mr. Luss. I think we could furnish you with a list of a great many 
successful bond issues which have been floated to finance public-owned 
or public ownership projects, either by State authorities, by municipal 
systems, and similarly if the committee would desire that informa- 
tion. 

Senator Carroiu. I think again we are trying to interpret this New 
York statute because actually what we are faced with here, it seems 
to me, that the New York Authority in a sense is acting as an agent. 
This is the planning group, the expediting group. This is the group 
that has done the work, nobody else seems to have done any work on 
this to the same extent and degree. And if some other States have 
done it or State agencies why, I am willing to wait and read the record 
or have you point out to me that the States have done such a thing. 

Mr. Luss. Of course, there is one other possibility. If the Con- 
gress passes the statute which is in conflict with the New York statute, 
there is always the possibility of New York changing its statute to 
come in conformity, and if the situation is as desperate and the emer- 
gency is as severe as they claim, I should think they might well con- 
sider doing that. 

Senator Carroti. Well, that is a thought. That is a thought. 
Thank youso much. I appreciate your testimony. 

Mr. Luss. Thank you. 

Senator Carroti. The next witness is Mr. Lindey. 

Is Mr. Lindey here? 

Mr. Linpey. Yes, sir. 

Senator Carroit. Will you come forward, please ? 
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STATEMENT OF EDWARD F. LINDEY, PRESIDENT, CENTRAL ELEC- 
TRIC COOPERATIVE, INC., PARKER, PA., ACCOMPANIED BY 
WILLIAM C. McKINLEY, MANAGER, CENTRAL ELECTRIC COOP- 
ERATIVE, PARKER, PA. 


Mr. Linpey. Mr. Chairman, and gentlemen of the committee, could 
I follow with my testimony after Mr. Ellis? 

Senator Carroty. Well, you may. Mr. Ellis is going to wait 
while because Senator Kerr would like to be present when Mr. E Nis 
testifies, and Mr. Ellis has been considerate enough to suggest that he 
will wait out of deference to Senator Kerr. So, if you would like— 

That might get close to the noon hour and I do not know what the 
program is going to be for this committee. In view of that do you 
still desire to follow Mr. Ellis? 

Mr. Linpey. Well, I will testify. 

Senator Carro.u. All right. 

Mr. Linpvey. I would like to have Mr. McKinley up here with me. 

My name is Edward F. Lindey. I am president of Central Elec- 
tric Cooperative, Inc. We serve 10,000 members in parts of 5 coun- 
ties in Paodevivgnin’ Butler, Armstrong, Clarion, Venango and 
Forest. 

Now, these counties are in the western section of Pennsylvania 
which join the northern boundary of our State. 

I am a farmer by occupation and I also run a small lumber business. 

T have the testimony here that I would like to have inserted into the 
record. I have passed it around. 

Senator Carroty. That will be incorporated in the record at this 
point. 

(The statement of Mr. Lindey is as follows :) 


Mr. Chairman and gentlemen of the committee, my name is Edward F. Lin- 
dey. I am president of the Central Electric Cooperatives, Inc. We serve 10,000 
members in the 5 counties, Butler, Armstrong, Clarion, Venango, and Forest 
in the western and northwestern section of Pennsylvania. From our northern 
border our consumers approximately are only 125 miles from Niagara Falls, 
N. Y¥. Our cooperative will purchase 42 million kilowatt-hours in 1957 and 
this, we estimate, will double in less than 5 years. We now pay 8.6 mills for 
power or 10 percent more than the national average for all REA-financed 
cooperatives. 

I am here directly representing the 10 electric cooperatives that are members 
of the Allegheny Electric Cooperative, a generation and transmission coopera- 
tive formed to secure more adequate power supplies at lower rates, and in- 
directly all 18 REA financed co-ops in Pennsylvania. The 13 cooperatives serve 
70,000 farms and homes in the remote areas of our State. We serve one-third 
of the farms in Pennsylvania. 

Three of our member cooperatives are paying nearly 11 mills for wholesale 
power, while average is 9 mills. Although we are in a great coal-producing 
State, we are forced to pay from 110 percent to 140 percent of the national 
average for our power supply. 

Our 13 systems now purchase over 300 million kilowatt-hours per year. By 
1962 when the Niagara project would be completed, we will require approxi- 
mately 700 million kilowatt-hours. By 1965 we estimate that our total demand 
will be 175,000 kilowatts, and our kilowatt-hour needs will exceed 1 billion 
per year. At present rates our power bill in 1965 would be about $9 million 
while at TVA rates, which we could expert from Niagara if developed under 
the Clark bill, it would be less than half this amount. The savings from public 
power from Niagara could well pay our entire interest and amortization pay- 
ments to REA for all REA loans made in Pennsylvania. 

We believe all our 13 systems are within economic transmission distance of 
Niagara Falls, and we have long looked toward Niagara for a supply of power 
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at rates in line with rates paid by cooperatives in other States where hydro- 
electric power is available. We understand that this power can be delivered 
at the New York-Pennsylvania line over publicly owned or leased transmission 
lines for less than 5 mills per kilowatt-hour. Our Allegheny Electric System 
is in position to provide transmission lines to move the power from the New 
York State line to our member systems. 

We are here in support of the Clark bill, because it, alone, provides the safe- 
guards we feel are required if we are to share in the great potential benefits 
to come from Niagara power. Our systems, operating on a nonprofit basis, are 
able and willing to carry this power to ultimate consumers at the lowest rates 
possible. We are by no means opposed to profit in the electric power industry. 
We know, however, from long experience that we need a yardstick in the 
Northeast to measure the true cost of electric power. 

We know that high power costs have hurt our cooperatives, and surely they 
have hurt our industrial economy as well. The 1956 annual reports from 2 of 
the largest electric companies in Pennsylvania, serving customers in 57 of the 
67 counties in the State, reveal that the residential and farm customers of 
these companies used 2,696 and 2,729 kilowatt-hours, respectively, during 1956. 
The selling price for both companies was 3.1 cents per kilowatt-hour. Contrast 
this with hydropower areas where average usage has reached 10,000 kilowatt- 
hours per year per customer and selling prices have declined to as low as 1 
cent per kilowatt-hour. Our private companies have failed to meet the chal- 
lenge of the modern electrical age. After both private and public power sup- 
pliers in other areas have demonstrated so well that electricity can be marketed 
profitably at a low rate and that low rates result in quantity sales our private 
companies still persist in an economy of low volume at high prices. 

We maintain that this policy has very definitely hurt our overall economy 
and has done great damage to our coal industry, especially. We believe that 
introduction of low hydropower from Niagara will have a pronounced and 
beneficial effect on our economy. 

We have no logical reason to look to the New York Power Authority for a 
supply of power unless and until the Federal enabling legislation spells out 
the terms and conditions under which they should deal with us. We feel that 
the power authority has taken an unwise approach in marketing of St. Law- 
rence power, and we have no reason to believe that this will change with respect 
to marketing of Niagara power unless it is required in the bill that is passed 
here in the Congress. Our experience has been that industry has been able to 
negotiate quite satisfactory rates in our area; while farm, residential and small 
commercial consumers have been paying very high rates. By marketing the 
hulk of the St. Lawrence-Niagara hydropower to heavy industry, no particular 
benefit is realized by that group while the domestic consumers are deprived of 
very substantial benefits. The combined capacity of the St. Lawrence-Niagara 
development is sufficient to be of real benefit to rural and domestic consumers 
over a very wide area. At present rates of uSage in the area, some 5 million 
families could be served by the capacity that the power authority will have 
available in the combined project and there would still be large volume of 
energy left for future growth or for use by industry. 

We feel that we are entitled to a share of the Niagara power for our State 
and for our cooperatives. We respectfully ask your support of the Clark bill 
in this session of the Congress. We deplore the delay in the redevelopment at 
Niagara, especially in view of the progress made by our Canadian neighbors 
just across Lake Erie from us. 


Mr. Linprey. I would like to also state that in Pennsylvania we 
are introducing enabling legislation to receive this power. 

Now, I have heard it discussed here that 

Senator CarroLt. Would you be more comfortable seated? You 
may stand if you desire. I want you to be at perfect ease here. 

Mr. Linpry. Being a farmer I have been working pretty hard; I 
have been down here 2 or 3 days, and I am kind of rested up, so I will 
sit, thank you. 

Senator Carrot. We are very happy to have you here. 

Mr. Lanpry. I am running a farm of about 400 acres with my two 


sons and we are very much interested in this electricity that we think 
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is feasible in our area. We have been advised by our engineers that 
it is feasible and we today are using tremendous amounts of electricity 
on our farms and in regard to what we used to use. It has become 
a necessity on our farms. 

I think that our cooperatives in Pennsylvania have done a wonder- 
ful job in bringing power to the rural areas of the State. I think 
because we have done a good job, the utilities have done a better job, 
and gone out to serve the farmers who they seemingly had refused to 
serve before the advent of REA. 

I mentioned we have introduced in our legislature enabling legisla- 
tion sponsored by both parties which will ‘be passed to take care of 
this situation when this power becomes available. 

Senator Carroiu. May I interrupt from time to time to ask a ques- 
tion ¢ 

Mr. Linpey. I will be glad to have questions. 

Senator Carroiu. I do not want to interrupt unless you want to 
continue. 

Mr. Linney. No, I will be glad to have questions. 

Senator Carroty. It would be helpful to me and for the record. 
When was this enabling legislation offered in Pennsylvania? 

Mr. Linpey. We are organized, our State organization thought it 
was not necessary or not desirable to seek this here or pass this legis- 
lation until we knew or reasonably knew that we were going to get 
this power. 

Now. when it becomes evident that it is available or will become 
available we think that the legislation now should be passed. We 
have introduced a bill sponsored by both parties to that effect. 

Senator Carroti. That is fine. I am glad to hear that. That 
is one of the questions that was worrying me whether Pennsylvania 
and Ohio, and I have been assured that Ohio is moving in that direc- 
tion, too. 

What is your source of supply of electricity for your co-ops in 
Pennsylvania ? 

Mr. Lanpey. We buy our power from West Penn Power and 
from a northern company, Pennsylvania Electric Co. 

Senator Carrot. It is a private power utility ? 

Mr. Lanpey. Yes. We buy all our power from the utilities. 

Senator Carrotit. And do you have REA transmission lines? 

Mr. Linpey. No. 

Senator Carrouu. Those are all wheeled by private 

Mr. Linpey. We have within our own cooperative 8 or 10 or 12 
miles of our own transmission lines, but we buy our power from 
the transmission lines of the utility companies. 

Senator Carroti. That is what I wanted to find out. You do have 
some of your own transmission lines ? 

Mr. Linpey. Yes. 

Senator Carroti. But the source of it is the private power util- 
ity ? 

Mr. Linney. That is right. 

Senator Carrott. And what is your kilowatt rate up there? 

Mr. Laxpey. I am going to ask Mr. McKinley, our manager, to 
supply those technical questions and prices because I do not have 
them at my fingertips. 
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Mr. McKrnury. The cost to our cooperative is 8.6, the average for 
the State is 9 mills per kilowatt-hour. 

Senator Carrotu. Will you identify yourself for the record, please ? 

Mr. McKrnuey. William C. McKinley, manager of the "Central 
Electric Cooperative, Parker, Pa. 

Senator Carrouu. Will you state again what the—— 

Mr. McKinuey. The average cost of wholesale power to our coop- 
erative for the fiscal year 1956 was 8.6 mills per kilowatt-hour; the 
average for the State of Pennsylvania was 9 mills. 

Senator Carroiy. The average was 9 mills? 

Mr. McKrntey. That is right. 

Senator Carrouu. Is 8.6 what you paid to the private utility / 

Mr. McKinury. That is right; an average of 8.6. 

Senator Carrott. And how long have you been in existence in 
Pennsylvania ¢ 

Mr. McKin.ey. Our cooperative was energized on August 18, 1938. 

Senator Carrot. And have you been expanding during this pe- 
riod of time 4 

Mr. MckKintey. Yes, sir; we have. Today we service 2,000 miles 
of rural electric distribution lines, having within that 12 miles of 
25 kilovolt transmission line serving 10,000 consumers. 

Senator Carroti. And what do you anticipate your expansion will 
be as nearly as you can judge within the next 10 or 20 years ¢ 

Mr. McK\rntxy. Our load has been doubling every 5 years. 

Senator Carrot. Your load has been doubling every 5 years? 

Mr. McKrnuey. That is true. 

Senator Carrott. Well, when you speak of a doubling load, what 
has been your customer rate increase in the 5-year period ¢ 

Mr. McKintey. For the year 1957 we will purchase some 42 mil- 
lion kilowatt-hours. 

Senator Carrot. Forty-two million ? 

Mr. McKintey. That is true. 

Senator Carrott. Do you have any plans or have you tried to 
project your expansion into a period of, say, 10 years / 

Mr. McKinury. No, sir; we have not projected it. That is being 
done at the present time. 

Senator Carrott. How much power can you take under this pro- 
posed legislation? You heard the testimony, I think they have set 
out about 150 thousand kilowatts. 

Mr. McKinuey. I think that is in Mr. Lindey’s prepared state- 
ment, Mr. Carroll. 

Senator Carrot. What page would that be on, please ? 

Mr. McKintey. Page 2. 

Senator Carrot. Well, will you read it for me for the record, 
please ¢ 

Mr. McKIn1 EY. No; it is at the bottom of page 1, I am sorry. 

Our 13 systems now purchase over 300 million kilowatt- hours per 
year. By 1962, when the Niagara project should be completed, we will 

require Teens 700 million kilowatt-hours. By 1965 we esti- 
mate that our total demand will be 175,000 kilowatts, and our kilowatt- 
hour needs will exceed 1 billion per year. At present rates our power 
bill in 1965 would be about $9 million, while at TVA rates, which 7 
could expect from Niagara if developed under the Clark bill, 
would be less than half this amount. 
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The savings from public power from Niagara could well pay our 
entire interest and amortization payments to REA for all REA loans 
made in Pennsylvania. 

We believe all our 13 systems are within economic transmission 
distance of Niagara Falls, and we have long looked toward Niagara 
for a supply of power at rates in line with rates paid by cooperatives 
in other States where hydroelectric power is available. 

Senator Carro:z. If] may interrupt at this time. 

Mr. McKintey. Yes, sir. 

Senator Carroii. You say that the 13 systems are within economic 
transmission distance. In miles, give it to us. What is the mileage 
from Niagara to your systems / 

Mr. Mckintery. We are approximately 150 air miles from Niagara. 

Senator Carrotit. You heard the testimony here about, would you 
come within the 150-mile distance / 

Mr. McKrntey. Yes, | believe we would. 

Senator Carroti. According to the testimony of both Mr. Moses 
and, I think, their experts. Your 13 systems then would be within 
the 

Mr. McKrntey (interposing). Not all 13 systems would be within 
150-mile radius. I thought you were talking of our particular sys- 
tem. Not all 13 systems would be within the 150-mile radius. 

Mr. Linpry. May I interrupt here on that point. 

According tao our engineers, feasible transmission distance is 300 
miles, instes ad of 150. Ace cording to- 

Senator Carrot. (interposing). I was trying to take their testi- 
mony, you see. What they said and I wanted to find out under their 
theory how many of your systems would be included within the 150- 
mile radius, if we used their term. 

Mr. McKrntey. Some 5 or 6. 

Senator Carroti. You heard the terms “marketing area,” did you 
not ? 

Mr. McKrntey. Yes. 

Senator Carrotyi. So these 5 or 6 would be within the economic 
marketing area / 

Mr. McKrxtey. That is true. 

Senator Carroti. Senator Clark has asked me to yield to him for : 
question at this point. We are happy to have you here, Sénator 
Clark. 

Senator Ciark. Thank you very much, Senator Carroll. 

The point that I want to emphasize, it was my understanding that 
your engineering experts are in complete disagreement with the ex- 
perts who appeared on behalf of Mr. Moses and New Y ork as to the 
economic transmission distance from Niagara, and it is your belief—— 

Mr. McKinuey (interposing). It has been our understanding all 
along that it was economic to transmit this power for a distance of 
300 miles; in that case it would cover all of the cooperatives in 
Pennsylvania. 

Senator Crark. Now that centers, if I could interject a comment, 
would be something which from my point of view, as sponsor for S. 512, 
should properly be left to the determination by the Federal Power 
Commission and should not be unilaterally decided by the engineers 
for the New York Power Authority, whose chairman has indicated 
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such an antagonistic attitude toward meeting the needs of these 
cooperatives in my Commonwealth. 

Mr. Linney. Mr. Chairman, we feel that in giving Niagara Mo- 
hawk this preference of 450,000 kilowatts is a definite preference and 
all other power should be handled by the power authority under 
preference as provided in the Clark bill. 

Senator Carroti. I might say to you there I am not sure it gives a 
preference in the sense but it 1s an arm’s-length transaction, it is a 
bargaining transaction, really, rather than in terms of if it isa prefer- 
ence in lieu of some rights I think that the record would probably 
show that. In other words, it is a bargaining preference rather than 
one that they usually refer to the term “preference.” Nevertheless we 
are glad to have your comment in the record. 

Senator CLark. Senator, might I interject one more comment ? 

Senator Carro.yi. Certainly. 

Senator CLark. The main purpose of the Clark bill is to disseminate 
through the widest possible area yardstick competition, private utili- 
ties in the belief that such competition will inevitably result in lower 
electric power rates for all consumers within the economic transmis- 
sion distance of Niagara Falls, thus bringing to a high-rate area the 
benefits which the preferenc e clause in many another piece of Federal 
legislation has brought to other areas of the country, including, I 
think, that represented by the distinguished Senator from Colorado. 

Senator Carrot. Well, of course, “that is true; not only Colorado 
but through the West and all multiple-purpose projects we have the 
principle of the preference clause, but the distinguishing feature here, 
it seems to me, and one that somehow has to be met, at least i in my own 
mind, is the New York statute, the fact that this is being dev eloped by 
a State authority, and I think that an erroneous concept in the record 
has been developed, that all this money is to be furnished by New York. 

Now, it is my impression that if they are going to float a bond issue 
and those bonds will be sold all over the country, I assume. And I 
might ask the distinguished Senator of Pennsylvania, do you think 
some of those bonds might even be sold in Pennsylvania? 

Senator CiarK. I would certainly hope so, Senator. It has been 
part of the contribution of my C ommonwealth to the national well- 
being to invest in a good many projects, not all of which are of benefit 
to us, but since this one is I would certainly anticipate the citizens of 
the Commonwealth of Pennsylvania would buy their fair share of 
these bonds and would be more likely to do so if benefits were to accrue 
in terms of cheaper power rates to many an area in Pennsylvania 
which is now volleciiag from power rates which in my judgment are 
far too high. 

Senator Corron. Mr. Chairman, I cannot resist interpolating, how- 
ever, while I am in agreement with many of the things that have 
been expressed, but the matter of who is financi ing the project—it is 
not who is buying the bonds, it is who is obligated to buy bonds. 

I assume investors buy bonds because they bear interest, but the 
territory that assumes the obligation of paying the bonds actually 
the territory if there is any territory that 1s financing the project, 
though I do not think that is : peremene question. 

Could I ask one question of the witness ? 

Senator Carrouu. Certainly. 
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Senator Corron. I note in your testimony, Mr. Lindey, that your 
cooperatives that you represent cover five counties in Pennsylvania : 
Butler, Armstrong, Clarion, Venango, and Forest. 

Now, on the map here I can locate Forest County as being almost 
next to the northernmost border of counties in Pennsylvania and it 
would iook to me as if Forest County would be about 125 miles from 
Niagara Falls, is that correct? Approximately / 

Mr. McKrntey. I would think so. 

Senator Corron. And I note that Clarion County, just south of 
that, and on this scale here that would be within the 150-mile limit; 
but perhaps about 100—runs down to the 150-mile limit. Does that 
statement seem approximately correct ? 

Mr. Linpey. Yes, sir. 

Senator Corron. Now, I note that Armstrong County is beyond the 
150-mile limit. Most of it. Between the 150- and 200-mile limit and 
that it borders on to Allegheny County in which Pittsburgh is located. 

How far is Allegheny County—Armstrong County approximately 
from Pittsburgh ? 

Mr. McKrntey. Around 30 or 35 miles, I believe. 

Senator Corron. And is that localitvy—do vou now get your power 
from some private utility in Pittsburgh ? 

Mr. Linney. West Penn Power Co. services that area. 

Senator Corron. Now, I do not find Venango 

Senator Ciark. Venango is just to the left of Forest, Senator, on 
the map—just west of F orest. 

Senator Corron. | get that; that is about 125 miles? 

Senator Crark. And Crawford is just northwest of Venango. 

Senator Corron. He does not mention that; he mentioned Butler 
which is just south of Venango. The area that—I was just trying 
to get the geography in my mind. The area that you cover runs 
from 125 to perhaps 100 and what—75 miles from—— 

Mr. McKrntey. It may has that far, I do not think it would be 
quite that far. Air-miles, I do not believe it would be quite that far. 

Senator Corron. It is, however, a fairly short distance from Pitts- 
burgh, all of this area? 

Mr. McKrntey. The southern section. 

Mr. Linvey. The southern part of our cooperative. We serve in 
parts of these five counties, in the northern to the southern bounda- 
ries of our cooperative is at least 100 miles. 

Senator Corron. And your transmission lines transmit to you the 
electrical energy that you use in your co-ops, they come from the 
Pittsburgh area ? 

Mr. McKrntey. That is true, part of them. 

Mr. Linney. They come from the West Penn Power Co., which 
has generating plants in a number of places. 

Senator Corron. Well, what is the distance of the transmission 
from the source of your energy, for instance? Now to take the 
northernmost one, Forest and Venango Counties, how far do you have 
to transmit power from its source? 

Mr. Linpey. Our manager will tell you. 

Mr. McKintey. Pennsylvania Electric Co. has a generating plant 
at Warren, Pa. Of course, it is all in a loop system. 

Senator Crark. Senator, that is the northern tier, it is the county 
just to the east of Erie. 
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Mr. McKintery. And they also built a new plant at Shawville, that 
is near Clearfield, Pa.; and they are adding an addition to the plant 
at Erie, Pa. 

Senator CrarK. Clearfield is just south. 

Senator Corton. I see. 

Now, your co-ops down in Armstrong County and Butler County, 
their power comes from Pittsburgh ? 

Mr. McKrntey. That is true; we buy our power from two sources: 
from the Pennsylvania Electric Co. and from the West Penn Power 
Co., and the southern part of our system is purchased from the West 
Penn Power Co. 

Senator Corron. What is the distance of the longest transmission 
lines that furnishes you power, if it can be expressed that way, per- 
haps as kind of a system ? 

Mr. McKintey. You mean from its source? 

Senator Corron. Yes. 

Mr. McKintxy. Where does it generate? 

Senator Corron. Yes. 

Mr. McKintry. Fifty to sixty miles. 

Senator Corron. And the shortest would be? 

Mr. McKrntey. Well, with the loop I would assume 30 to 35 miles. 

Senator Corron. Thank you, Mr. Chairman. 

Senator Carrot. If I may go back just a moment to this question 
of the bonds, and Senator Cotton mentioned this, the obligations 
under those bonds—correct me if I am mistaken about it—I under- 
stood were to be the contracts that were to be negotiated, from those 
contracts would be the revenue, the pay-out period of the bonds. 
That is why I come back again to the enabling legislation of the State 
of Pennsylvania. 

Does Pennsylvania statewise have a preference clause for co-ops? 

Mr. McKrntey. Yes, sir. 

Senator Carroty. Therefore, if the State of Pennsylvania had an 
agency that could enter into a contract with the New York State 
Authority to give some strength and purpose to the sale of these bonds 
and there was a power allocation in a block to Pennsylvania, through 
negotiation, that would help your situation, would it not? 

Mr. Linpey. Yes, sir. 

Senator Carroty. I suspect that would be true of the gentleman 
who testified here, Mr. Luse. 

Is he still in the room, from Ohio ? 

(No response. ) 

Senator Carroty. I want to say to Mr. Cotton that the REA’s also 
are in the process of enacting enabling legislation. 

Senator Corron. May I make it plain ‘that I wasn’t seeking to con- 

radict the chairman or correct you in any sense. I fully recognize 
the purpose of your questions, to show the full area partic ipating in 
a certain sense here. My feeling was, and what I wanted to check on, 
was that even though the source of revenue might extend into Ohio 
and Pennsylvania and Vermont and elsewhere, that ultimately the 
body that has obligated its credit and obligated to make the bonds 
good would be, I assume, the authority of the State of New York. 

Senator Carroiz. I believe that the authority of New York, if I 
understand it correctly, that is one of the reasons why it makes such 











276 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


a strong point, in order for it to be able to market its bonds, and per- 
haps for the sale of bonds within New York itself. 

As I understand the Atorney General's opinion they feel that the 
preference clause as we know it in the West, the Federal preference 
clause would destroy their ability to function in this manner, and 
that is the question that we will have to decide later on. 

At least as I understand it, that is the viewpoint of the New York 
Authority. 

Senator Corron. But if there should conceivably come another 
catastrophe, a rockslide, and something happen to the proposed Ni- 
agara power, Senator—I don’t say it “would, but as a hypothetical 
case—there wouldn’t be anybody in the States of Ohio and Pennsy!}- 
vania that would be liable to make good to the investors these bonds. 
I assume that that is correct. And I don't say that that is any rea- 
son for denying the opportunity to purchase power outside of New 
York. But I simply think that for what it is worth that is true. 

Senator Carroiu. I might say that I am not so sure that if such a 
contingency would happen, that even the New York Authority is 
liable. 

Senator Ciark. It is my understanding, Senator Cotton, that these 
are to be revenue bonds. 

Senator Carroti. That is right. And therefore the revenues are 
based upon the contracts and there is no real financial obligation on 
the part of the New York Authority. 

Senator Corron. It remains to be seen whether they can sell bonds 
under those conditions. 

Senator Ciark. Pursuing the point briefly, the argument boils 
down to this: The revenue will be coming from contracts which obli- 
gate the purchasers of power, and whether it comes from REA’s or 
municipalities, or private companies, would appear to me to be imma- 
terial because the revenue is there to support the bonds. The only 
argument which the New York people can make, which to my mind 
is “fallacious, is that these municipalities and REA’s are not good 
credit risks, and that I would challenge. 

Senator Corron. Did they make that argument ? 

Senator Ciark. Yes, sir. 

Senator Corron. I wasn’t here to hear all the evidence. 

Senator Carroty. As I recall the testimony they said there were 
great numbers of co-ops, independents who may be financially—I 
don’t think they used the word irresponsible but it was implicit in 
their statement—that they were not able to deal with any State 
agency. My point is this: If Pennsylvania and if Ohio or Massa- 
chusetts or Vermont or any other State which has a beneficial inter- 
est in these American waters, would set up a creditable agency—an 
accredited agency is a better word—that that agency in itself might 
obligate itself to sustain and support these contracts. And if so, you 
might avoid this concept of the Federal preference clause. 

But what we are really talking about is the right of the States to 
participate in the benefits that flow from this project. 

Senator Corron. I don’t want to prolong this, but there is one de- 
velopment in the St. Lawrence picture in Vermont. When they 
finally came to establish the agency to receive the power, which the 
Vermont people apparently hoped to receive for their cooperatives, 
the State of Vermont established the agency in such a manner that it 
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is received by the private utilities and distributed to the cooperatives. 
I have heard some criticism. I don’t say that that happened, but 
apparently it can happen. 

Senator Carroti. | am happy to have your remarks in the record. 
That is evidently what is going to happen in Pennsylvania. Be- 
cause the co-ops are different from the co-ops out West. The co-ops 
in Pennsylvania, their source of power is private utilities, as I under- 
stand the testimony, and the testimony of Mr. Lindey here, his state- 
ment on page 1, paragraph 3, “Three of our member cooperatives 
are paying nearly 11 mills for wholesale power, while the average is 9 
mills.” 

This is really going to present a problem in Pennsylvania. How 
are you going to get the private power utility to wheel power coming 
in from Niagara at a lower cost, the benefit to come to the co-ops and 
consumers. That seems to be a problem so far. I think there is 
substantial merit in the position taken by Senator Clark. If we pass 
this legislation, the Federal Power Commission, the licensing au- 
thority, certainly has a duty and an obligation to determine the 
extent of the benefits that flow to the areas which are entitled to the 
beneficial interest of these American waters. 

I didn’t mean to interfere with your presentation. You may go 
right ahead if you have additional statements. 

I thank you very much, Mr. Lindey. That is very helpful. 

Mr. Chairman, this is Mr. Lindey, who is president of the Central 
Electric Co-op. He has given us a 3-page statement, besides some 
extemporaneous remarks. Mr. Ellis has an appointment at 12 o'clock 
and was happy to defer his testimony until the chairman came back. 

Do you have any further questions, Senator Cotton ¢ 

Senator Corron. No, sir. 

Mr. McKrntey. Mr, Chairman, I have a few other remarks to enter 
in the record. 

Senator Kerr (presiding). Do you want to leave them for the 
record / 

Mr. McKrintey. No, sir. I don’t have them written up. 

Senator Kerr. All right. 

Mr. McKintey. The average cost of power purchased from the 
commercial power companies of Pennsylvania for the fiscal year 1956 
is 9 mills per kilowatt-hour. 

Senator Kerr. Is that at the substation ? 

Mr. McKintey. That is right; delivered to the substation. The 
average cost per kilowatt-hour for energy purchased by all REA’s 
for the fiscal year ended June 30, 1956, first from the commercial 
power companies, was 8.25 mills. From public-owned suppliers, 
Federal Government, public utility districts, municipals and so forth, 
5.75 mills. 

For the average from all suppliers, 7.25 mills. 

The power purchased from the commercial power companies in 
Pennsylvania by the rural electric cooperatives is approximately 10 
percent higher than the national average, thus costing the cooperatives 
in Pennsylvania $300,000 more for wholesale power. 

Taking all power supply into consideration our cost to the co- 
operatives in Pennsylvania is approximately 24 percent higher. Thus 
the average cost of all the suppliers for the fiscal year 1956, we pay 
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$2,433,800 for wholesale power. Twenty-four percent savings, if I 
didn’t make a mistake, represents a sum of $584,112. 

I might say that I have been utterly confused during these hearings 
due to the statements made that it costs approximately—and this 
statement was made by one of the Niagara Mohawk officials—13 mills 
to deliver this power from Niagara to the Claverack Electric Co- 
operative, and I believe the distance there is approximately 100 to 125 
miles from Niagara. 

I believe I am wrong in that, I believe it is 90 miles.. Some such 
figure as that. 

The statement has always been made by Niagara Mohawk officials 
and I believe by Mr. Moses, in fact, that this power can be generated 
from coal for less than 5 mills, and I believe those were “the very 
words that he used. We are utterly confused as to why we are paying 
9 or 10 mills for wholesale power to the commercial power companies 
for this power that we buy. To me it doesn’t seem to make sense. 
It can be produced for less than 5 mills, and we are paying our sup- 
plier between 9 and 10 mills. That is the average. 

Some cooperatives in the northeastern section, including Claverack, 
Mansfield, and another little cooperative—Sullivan County—are pay- 
ing approximately 11 mills for wholesale power. 

Another thing is the increased usage. Our load has been doubling 
every 5 years. To me I can’t feel that there can be : any tollgate, so to 
speak, set up between the cost of the production of this power, which 
as I have stated is less than 5 mills, and be produced at these farmer: 
owned cooperatives out there for a price such as we are paying in 
Pennsylvania. 

As I have stated, the cost is from—the average cost is 9 mills. 

Much has been said about the preference clause. I feel that we in 
Pennsylvania—it is my own conviction—I might say without a Fed- 
eral preference clause stated by Congress I doubt very seriously if it 
is the intent of the New York Power Authority over the years to 
come to wheel power or to furnish power into Pennsylvania and 
Ohio. 

As has been stated at this hearing many times, this power could 
be absorbed right within the area around Niagara Falls. That is 
why I feel that we should have this Federal preference clause, or a 
clause of some kind to protect us. You may not want to call it a 
preference clause, but something that has teeth in it that the neigh- 
boring States will get some of this low-cost hydropower. 

I have ran across this, Senator Kerr, and it makes me fee] in this 
same position. Going back, this statement was made by you, and I 
will quote when the appropriate time comes: 





The plight of the cooperatives can be summed up by the statement made by 
Senator Robert S. Kerr of Oklahoma on May 12, 1954 when appearing before 
the Senate Interior Appropriations Committee. He said, “I believe it was Job 
who said ‘Behold that which I fear has come upon me.’ ” 

That is my position with reference to the Federal preference clause. 
In years to come I feel that if we don’t have something in reference to 
preference that has teeth in it, we are going to be lost. 

T want to thank you very kindly. Tt has been a pleasure to be here. 

Mr. Lrnpey. I want to thank you, Mr. Chairman and members 
of the committee, for being allowed to testify. 
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Senator Kerr. Very good, Mr. Lindey. 


Mr. Clyde Ellis? 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Exsis. Mr. Chairman and gentlemen, there are several wit- 
nesses yet I know who desire to be heard and whom I desire to have 
you hear. 

Senator Kerr. Let me say to my good friend that we are going to 
hear them. Members of the committee have been up against require- 
ments that have prevented many of us from being able to attend here 
as fully as we very greatly w anted to. But we are going to hear all 
the witnesses that are scheduled here if we have to go into next week. 

So you go ahead and make your statement. 

Mr. Extis. Thank you, sir. 

My name is Clyde T. Ellis. I am general manager of the National 
Rural Electric Cooperative Association which is the national service 
organization of the farmers’ rural electric systems financed by the 
Rural Electrification Administration. Approximately 92 percent of 
all the rural systems financed by REA are members of the association. 

Representatives of the rural electric systems located in an area 
encompassed by a circle of 300 miles radius with its center at Niagars 
Falls, feel that they have a very substantial and direct interest in the 
development of hydroelectric power from the waters of the Niagara 
River, in view of modern transmission, integration, and interconnec- 
tion techniques. 

There are 40 rural electric co-ops located within this circle serv- 
ing 171.787 farm families and operating 45,102 miles of power dis- 
tribution facilities. The total annual use of electricity by these sys- 
tems is growing at a truly phenomenal rate even as measured against 
the unusually high rate of load growth being experienced by all rural 
electric systems ‘throughout the country. The load of the electric 
utility industry as a w hole throughout the country is increasing about 
8 percent every year, doubling in from #14 to 10 years, and that is over 
the long run. Seven and a half to ten years doubling by the whole 
industry. The load of the rural electric systems throughout the coun- 
try is by contrast increasing at a rate of 15 percent each year, doubling 
every 4 to 5 years. 

In other words, Mr. Chairman, the electric power industry in my 
opinion, and from all of the facts and figures I have been able to 
find, is the most rapidly growing major industry in America by far. 

The truly amazing fact is that ‘the rural electric systems within 300 
miles of Niagara Falls are experiencing total load growth of over 
17 percent each year, which means that their loads are doubling every 
4.2 years. 

The present energy consumption of these systems is 1,078 million 
kilowatt-hours per year, which is approximately equivalent to about 
257,000 kilowatts of capacity. We estimate that by 1970 the loads of 
these same systems will have risen to 10.700 million kilowatt-hours 
per year, equivalent to approximately 2,545,000 kilowatts. With 
these rural electric systems paying from 814 to 11 mills per killowatt- 
hour for their wholesale energy at the present time, their interest in 
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the development of low-cost Niagara power, estimated to be deliver- 
able at load centers for approximately 514 to 614 mills per kilowatt- 
hour is clearly apparent. This load growth is practically all verti- 
cal, i. e., increased usage of existing members. There is practically 
no geographical expansion for practically all rural areas are now 
served by someone. 

When we appeared before this subcommittee in support of similar 
legislation 2 years ago, the predominant issue was whether or not 
such undeveloped hydroelectric potential as was available beyond 
that then being utilized by the licensee of project No. 16 should be 
developed by private utility companies or by a public agency. Now 
all parties apparently agree to public development of the project. 
This is a good change. 

The principal issue between the alternative bills being considered 
by this subcommittee is whether or not the New York Power Au- 
thority will, in marketing power from the project, be required as 
a condition of its license to afford a preference for the purchase of 
such power to counties, municipalities, agencies of the State of New 
York, rural electric cooperatives and defense agencies of the United 
States. 

I should say at this point that we prefer a Federal project out- 
right. If the development must be by the State of New York, then 
there are certain very definite things that we think are essential. The 
Clark-Buckley bill contains a marketing preference for these agen- 
cies, a Federal type preference. The Ives-Javits bill (S. 1037) con- 
tains no such preference but leaves the marketing of Niagara power 
completely within the discretion of the New York Power Authority, 
under, of course, such State law as exists. 

The rural electric systems are convinced that it is not in the 
public interest to authorize construction of the Niagara project in a 
manner that will leave the choice of a powermarketing pattern with- 
in the sole discretion of the power authority. We believe that the 
record of the authority in marketing St. Lawrence power speaks for 
itself on this issue. 

The rural electric systems have long been interested in the develop- 
ment of low-cost hydroelectric power from the waters of the St. 
Lawrence. On December 3, 1952, and once or twice additionally 
about that time, representatives of the rural electric systems in New 
York, Pennsylvania and New England—and I with them on 
some occasions, and our electrical engineer, Charlie Robinson, sitting 
here with me—on some occasions, met with Mr. John Burton who 
was then chairman of the Power Authority of the State of New 
York. Not a single shovelfull of earth had yet been turned on the 
St. Lawrence project, but the rural electric systems were interested 
in the project, and desirous of securing a reasonable portion of the 
benefits from it. 

At that time we suggested to Mr. Burton that the New York Author- 
ity Act be amended to include a Federal-type preference for the rural 
electric cooperatives and municipalities to assure them of fair treat- 
ment in the marketing of St. Lawrence power. The power authority 
chairman told us that such a preference was unnecessary. He spoke 
of a “New York Plan” which would assure fair treatment to the 
cooperatives. He told us that the authority would follow three prin- 
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ciples in the marketing of power from the St. Lawrence project. 
These would be, the chairman said, (1) a preference against indus- 
try, that is an all-inclusive preference for rural and domestic con- 
sumers; (2) no discrimination against municipalities and coopera- 
tives; (3) direct sale of power by the authority to cooperatives and 
municipalities. 

That is what the rural electric cooperatives and municipalities were 
promised in 1952. 

Indeed, they might have expected to obtain an equitable portion 
of the benefits from St. Lawrence power under any reasonably 
aggressive interpretation and application by the: authority of section 
5 of the Power Authority Act whic h stat and this we think 
is important in the light of what is petous you: 





* * * ond that in the development of hydroelectric power therefrom such 
projects shall be considered primarily as for the benefit of the people of the 
State as a whole 


I repeat for emphasis— 


benetit of the people of the State as a whole, and particularly the domestic and 
rural consumers to whom the power can economically be made available, and 
accordingly that sale to and use by industry shall be a secondary purpose to 
be utilized principally to secure a sufficiently high load factor and revenue 
returns to permit domestic and rural use at the lowest possible rates and in 
such manner as to encourage increased domestic and rural use of electricity. 

And that is the law under which the authority is operating in 
New York. 

The St. Lawrence project is now well along toward completion. 
All its power has been marketed, sold. The major part of it. The 
rural electric systems are not getting the benefits they were promised. 
The New York Power Authority has by the adoption of an arbitrary 
150-mile marketing radius denied any power to 2 of our 5 New York 
electric cooperatives. The other cooperatives were not offered any 
power until a few months ago—and only then at 914 mills per kilo- 
watt-hour compared to the 5.4-mill rate paid by other customers who 
are able to purchase at the bus bar. We are being held up for trans- 
mission costs by the Power Authority of New Y ork. We don’t trust 
them any longer. 

Senator Kerr. May I ask is that transportation being provided 
by the New York Power Authority or through contract ‘they make 
with private companies to wheel it to the cooperatives ? 

Mr. Exx.is. I wish I could answer you on either score. Actually 
they have done neither. They have made no moves to build trans- 
mission lines, they have made no effective move to provide wheeling. 
There is not a contract offer yet made available to the rural electric 
systems to any of them in New York by the New York Power 
Authority. Not one. 

There 1s no contract. There has been an offer. But a wholly un- 
acceptable one. The wheeling, the transportation charge, is too high. 
Far out of line. 

More recently, and apparently in contemplation of these hearings, 
the 3 co-ops in the marketing area have been offered a slightly lower 
rate, 8.8 mills, which is still a long way from the 1952 promise, 

The promises that the rural electric systems of New York State 
would receive substantial benefits from the St. Lawrence project have 
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been apparently forgotten. Despite the clear and obvious intent of the 
Power Authority Act, the authority had already committed 60 percent 
of the power available for distribution in the State of New York from 
the St. Lawrence project under long-term contracts to the secondary— 
what the act refers to as secondary—industrial customers before any 
offer was made to the rural electric cooperatives. Such a policy we 
believe to be completely unwarranted under the act. 

The authority has failed to develop and place in effect an aflirma- 
tive, aggressive, and comprehensive plan for the marketing of St. 
Lawrence power which would insure maximum benefit to the people 
of the State as a whole as contemplated by section 5 of the New York 
act. The determination by the authority to restrict the economic 
marketing area for St. Lawrence power to a radius of 150 miles from 
the project effectively bars the people living beyond that radius from 
receiving any benefit whatever—even yardstick benefits. 

It seems to us inconceivable that anyone could believe that the peo- 
ple of the State as a whole would derive maximum benefits from 
the project though a policy of selling the bulk of it to industrial estab- 
lishments close to the dam site, and selling most of the remainder to 
private electric utilities serving the area, most of whom, along with 
the manufacturing companies which are buying or trying to buy the 
power, either opposed or did not support the St. Lawrence seaway 
project. Yet they are in there to gobble up whatever benefits there 
are, as is usually the case. 

It is our opinion that an immensely greater benefit for the people 
of New York as a whole would be realized if power from the St. 
Lawrence project were made available in substantial quantities to 
nonprofit municipal and rural electric systems throughout the State, 
thereby creating a yardstick. 

Under such a program the competitive influence of project power 
could best be utilized to promote low rural and domestic retail rates, 
efficiency of operation, and a resultant overall increase in the quantity 
of electricity sold, not only by the nonprofit utilities to which St. 
Lawrence power would be marketed, but also by the electric-utility 
industry of the entire State. 

The initial commitment of a major block of St. Lawrence power to 
industrial customers and the subsequent commitment of most of the 
remainder to private utility companies left the New York Power Au- 
thority without bargaining power with the major utility companies 
which control the transmission facilities nec essary to deliver power 
to the rural electric cooperatives. And we told the authority this 
would happen. 

Hence, the authority has been unable to negotiate agreements for 
the delivery of St. Lawrence power to the cooperatives at a ret asonable 
rate. Large industrial customers and private utility companies will 
purchase St. Lawrence power at from 4.5 to 5.4 mills per kilowatt- 
hour. The cooperatives were originally offered the same power by 
the authority at 9.5 mills, nearly twice that paid for it by other types 
of customers, and just recently at 8.8 mills. The difference between 
5.4 and 8.8 mills represents excessive charges for transmission, and 
losses which are not justified by the service rendered. 

The transmission charge should be next to zero actually, we think, 
because there would not be any real transmission probably because 
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of the displacement principle which the power companies themselves 
talk about. 

[ heard John Burton, who was really speaking for the power com- 
panies, testify on this bill 2 years ago, in which he was saying that 
power could be cascaded from the St. Lawrence-Ni: igara area as far 
south, I believe, as Washington, D. C. We know ‘that the power 
companies today are talking “about case ‘ading power by the displace- 
ment principle from New Orleans to Detroit. All the systems are 
integrated now, interconnected in such a way that by simply taking 
the pressure off in a given area, power flows toward ‘that area across 
many States. 

So there would be very little transmission actually in this arrange- 
ment probably, and there should be very little transmission cost. 

We realize that the availability of low-cost industrial power in the 
immediate area of the project w ill stimulate the economy of that par- 
ticular locality. However, it seems clear from the Power Authority 
Act that the legislature did not intend that either St. Lawrence 
power or Niagara power would be primarily used either to stimulate 
industrial growth or to promote the economy of particular local areas. 
The expression of the legislature embodied in the act is that: 


x * 


* Use by industry shall be a secondary purpose 

but that is not the way it is working— 

to be utilized principally to secure a sufficiently high load factor and revenue 
returns to permit domestic and rural use at lowest possible rates and in such 
manner as to encourage increased domestic and rural use of electricity. 

We realize, Mr. Chairman, that the issue of who shall purchase 
St. Lawrence power and at what price is not before this subcommit- 
tee. However, that is the fundamental issue which faces the commit- 
tee with respect to the Niagara project, because unless a Federal-type 
preference is spelled out in the Niagara authorizing legislation by 
the Congress, the small nonprofit distributors of electricity in New 
York State and the surrounding area will most certainly receive the 
same treatment, we believe, that has been afforded them by the au- 
thority in the marketing of St. Lawrence power. Indeed, on Febru- 
ary 4, 1957, the authority by a 3-to-2 vote decided that if it is permit- 
ted to construct the Niagara project, 995,000 kilowatts or 50 percent 
of all capacity will be immediately assigned to industrial load—the 
secondary purpose. The major power companies serving areas 
around the project would receive 730,000 kilowatts ostensibly for do- 
mestic and rural load although 200,000 kilowatts might later be with- 
drawn for assignment to co-ops and municipalities. The States of 
Ohio and Pensylvania would be assigned 150,000 kilowatts. Munici- 
pal systems and cooperatives in New York within a 150-mile eco- 
nomic marketing area would be assigned only 150,000 kilowatts. It 
1S, therefore, clearly apparent, Mr. Chairman, that, as in the St. Law- 
rence case, the New York Power Authority intends to afford a prefer- 
ence in the marketing of Niagara power not to the rural and domestic 
consumers contemplated by the New York law, not to the nonprofit 
electric distribution systems traditionally considered as preference 
customers under Federal law, but rather to major industries in the 
area. 

The reservation by the authority, in the contemplated plan for the 
marketing of Niagara power of 125,000 kilowatts for municipalities 
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and cooperatives in the State of New York, and 150,000 kilowatts for 
distribution to all agencies in Ohio and Pennsylvania, is completely 
inadequate to meet the needs of the cooperatives and ener ew 
within what we contend is the economic marketing area of the project. 
And our experience in other areas of the country where we are buying 
from the Federal power-marketing agencies, I think will bear out our 
statements here. 

The authority has established an arbitrary and puny marketing area 
for the St. Lawrence and Niagara project consisting of all territory 
located within a 150-mile radius of each project. By any standard 
of modern transmission and displacement technique, this is an inordi- 
nately restricted area for the size of the project involved and the 
expressed purpose of the New York law. We contend that transmis- 
sion distances of up to 300 miles are fully justified, especially when 
considered with the possibilities of interconnecting and integrating 
such hydroelectric power as is produced at the projects with the steam 

‘apacity of adjacent utility systems, both private and municipal. 

Even if we consider that the entire 150,000 kilowatts of Niagara 
power that has been tentatively allocated to Ohio and Pennsylvania 
were used to supply the need ‘of municipalities and cooperatives in 
those States, only 275,000 kilowatts in all has been initially assigned 
to meet the load of the nonprofit type systems in the entire area. Yet 
within a 300-mile radius of the project, cooperative systems alone 
presently require approximately 257,000 kilowatts. Assuming that 
the load-growth trend of these systems continues, their demand will be 
approximately 214 million kilowatts by 1970. We believe that maxi- 
mum benefit to rural and domestic consumers can be best achieved by 
fulfilling the needs for low-cost power of as many nonprofit distribu- 
tors of electricity as possible. We believe that the beneficial competi- 
tive effect of the low-cost power from St. Lawrence and Niagara can 
be best realized by distributing the benefits over as wide a geographic 
area as is economically possible. To restrict the distribution of these 
benefits to an artificially circumscribed marketing area, far less than 
is done in other areas, and to commit a major portion of the power 
from both projects to serve new industrial load located in the im- 
mediate vicinity of each project is to ignore the mandate of the New 
York law and to destroy the potential value of the projects to the 
people as tools with which to lower the retail rates of every major 
utility system serving the area. 

This is why the rural electric systems urge you and all Members 
of the Congress to support and pass S. 512 in contrast to S. 1037. 
S. 512 will provide the nonprofit electric distribution systems of the 
3-State area and the people of the 3-State area as a whole with a 
marketing pattern which will assure them of receiving the benefits of 
the project. S. 1037 establishes no such marketing pattern. In leav- 
ing the marketing of Niagara power completely w rithin the discretion 
of the authority, S. 1037 can merely result in a repetition of the 
marketing pattern established by the authority for St. Lawrence 
power, which we believe is completely out of harmony with the New 
York law and with the best interests of the people of the area, and 
of the people of the United States, as many times expressed in the 
Federal power laws. 

We are not opposed to assignment by the authority, in establishing 
a sound marketing procedure, of reasonable quantities of power to 
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industry, particularly if the authority abides by its statutory respon- 
sibilities for marketing power to industry as a means for reducing the 
cost of power to domestic and rural consumers—a policy not followed 
in marketing St. Lawrence power. We are, however, vigorously 
opposed to the pattern laid down at St. Lawrence, and therefore we 
are vigorously opposed to the passage of S. 1037 as long as that bill 
does not include the usual Federal-type preference clause. 

Senator Kerr. Let me ask you a question now, Mr. Ellis. 

You say you are not opposed to assignment by the authority of 
reasonable quantities of power to industry, with a qualification. 
It would seem to me that if we passed a bill in the language of the 
Clark bill, and which would carry the usual Federal preference 
clause, wouldn’t that earmark all of the power from the project to 
meet the preference if, as, and when demand for it is made? 

Mr. Exuis. Yes, it would; and what I have in mind here should be 
explained further in the light of the peculiar situation at Niagara. 
The reference there is completely to the replacement of power which 
was lost by the loss of the plant which fell in the river. I would 
assume that any assignment to industry would be an assignment to 
or through the power companies in the area. We think there is 
some poetic justice in permitting the companies to be made whole. 
But beyond that, we insist upon the preference-clause application. 

Senator Kerr. You know that not a man in Congress is more sym- 
pathetic to that than the chairman of this subcommittee. As I look 
at this, however, I see some difference between this and the ordinary 
Federal project. 

I ts like to know your reaction to this suggestion. When the 
Federal Government builds a project and pays for it out of appro- 
priated funds, it can operate it on the basis of the philosophical 
conviction of the Members of the Congress who authorized the proj- 
ect and made the appropriation possible. 

If this program is authorized as a State project, it meaus that 
that State authority will have to go out in the private money market 
and borrow the money with which to build and operate the facility, 
and will of course have to be able to show contracts for purchase of 
that power that will justify the action on the part of the private 
money investors putting their money into the project on the basis of 
the sole security for their money and return of interest on it being 
for the sale of power by the authority that builds it. 

To what degree do you feel that consideration of that element of 
this picture should influence this committee and the Congress in the 
wording of the preference clause here different from that ordinarily 
in our Federal legislation, where the Federal Government appropri- 
ates the money and builds the project out of its own funds ? 

Mr. Ex.is. To no degree, sir. 

In the first place, the Constitution reserved, as you so well know, 
to all the people, the interstate and international waters of our 
country. 

Our people, therefore, within this marketing area—within Ohio 
and Pennsylvania, and within New York outside of the 150-mile 
radius—have rights in this water. Any time those rights are denied, 
disturbed, it will tend to weaken whatever authority exists because 
it will tend to bring opposition to it from the people themselves in 
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other areas of the country. It is right, as a matter of justice, that 
the people in these other States be rec ognized. 

Secondly—and I repeat—there is no major industry that I know 
of in America growing anything like as fast as the electric power 
industry. The demand for power is so gigantic that the sale is im- 
mediate. The sale is long in advance of the availability of supply, 
the demand is so great. 

As George Norris used to say, when people were complaining about 
building the white elephants on the Columbia River and the Tennes- 
see, wherever low-cost power exists, it will be oversold because of the 
demand. And it would be so here. 

Therefore, if there is demand for all the power there is, it will not 
affect adversely the revenue which is what your bonds are based upon, 
plus of course the guaranty of the State itself that may be written 
in, or by the authority for the State. 

Senator Kerr. The State doesn’t guarantee these. 

Mr. Extis. I understand, but under whatever might be written in. 
I was speaking hypothetically. In some States, some of the power 
districts do have such guaranties. 

Senator Kerr. Let’s get that straight for the record. My impres- 
sion is that sole security for the bonds to be issued will be the rev- 
enue from the power to be generated by the facility built with the 
money. If that is incorrect, you correct me. 

Mr. Exits. No, sir; that is correct. What I am trying to say is 
that if the revenue is guaranteed as assured, that is the point. It is 
not to their disadvantage to have certain amounts of the power sold 
to these other States. 

If it is not sold within the other States it will certainly be sold on 
some kind of withdrawal basis in New York until it 1s available, 
until the other States are ready to take it. Every kilowatt of this 
power will be sold from the day it is available, I am confident. 

What better guaranty could we have than that? And here is evi- 
dence of it. Pow er companies don’t usually say a lot about how fast 
their use of power is growing. That would tend to hurt their propa- 
ganda campaign against all these Federal power projects. 

The power companies at the beginning of Korea joined with a lot 
of other corporations in America in asking that the Office of De- 
fense Mobilization set up a procedure for accelerated tax amortiza- 
tion to encourage, to induce the power companies and other great 
corporations to build facilities which might be available during the 
Korean crisis and for the defense of the country after Korea. 

That procedure was set up and the power companies have obtained 
several billion dollars accelerated tax amortization benefits under that 
program. They have received certificates amounting to a fantastic 
figure, to induce them to do what their propaganda ‘ads boast about 
they are doing anyway—providing the American people with ade- 
quate power without subsidy. 

And yet courts and regulatory bodies, economists and others, I 
think pretty well agree that this is in effect interest-free loans to them 
amounting to sever: ral billion dollars. But what hs appens? Do they 
outrun the demand with their construction? Oh, no. They still 
can’t keep up. Their reserves are down, close to the critical point in 
many areas of the country. Again evidence of the tremendous usage 


—- AA 


i ae _— —J An 


as Fe sO 


Coheed 





m 


By 
ill 


in 





DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 287 





and the tremendous growth in the usage in electric power in America, 
for we are still in the process of replacing animal power, human power, 
and crude methods of mechanical power with more efficient electric 
power. 

It is estimated we are using, I believe, about six times as much as 
are the Russians per capita in America. That is our great advantage 
over other areas of the world that may not be friendly to us, no doubt— 
our continued accelerated use of electric power. And I believe it is 
going to long continue. As the day of automation approaches, it 
may continue even at an accelerated rate. 

We of the rural electrics are in trouble for power supply in many 
areas of the country. ‘Twenty-five percent of our systems are in 
trouble for wholesale supply today. Now comes air conditioning 
everywhere. Now comes irrigation pumping everywhere. Now 
comes many other uses piled on Cane The farmers are spending, even 
with present income, over a billion dollars a year for new electrical 
equipment to use on the farm. I am talking about both the appliances 
in the house and the outside equipment for the use of electricity. 

I think there is no doubt, Mr. Chairman, about the sale of the bonds. 
I think there is no doubt about the fact that sale of power in these 
other States is not going to hurt their sale of the bonds. 

Senator Carroit.. May | ask a question at this point, Mr. Chairman ? 

Senator Kerr. Oh yes. 

Senator Carroti. Mr. Ellis, the previous witnesses, one of which 
testified from Ohio and one from Pennsylvania, stated that each of 
those States are about to enact enabling legislation. Coming back 
again to the question that Senator Kerr, the chairman of the sub- 
committee, put to you about the contracts which the testimony 
indicated here are essential to the marketability of these bonds, could 
the States themselves, through accredited agencies, negotiate with 
New York or with the Federal Power Commission for blocks of power 
to give the protection to the rural co-ops and the domestic consumers 
about whom you have testified ¢ 

Mr. Exits. Yes, sir. 

Senator Carroti. Could they do that without getting away from 
the concept of the Federal preference clause that we use—as you 
know so much better than I do—all over the Nation. But because of 
the nature of this project, the fact that it is coming through a State 
authority, could we give the protection to consumers, co-ops and 
others, through States negotiating contracts, or through understand- 
ings with the Federal Power Commission, and at the same time not 
interfere with the marketability of these bonds? 

I quite agree with you that there will be a great demand; but how 
to interpret that demand in contracts so that they will include the 
marketability of these bonds. 

Mr. Etxis. Senator Carroll; No. 1, if the Federal preference-type 
clause is in—I assume that your Secuiaaie is based upon the proba- 
bility it might not be—if it is in, though, then we will get the benefits 
of the power in these other States whether any, State action is taken 
or not. 

If it is not in, then we can still get it. If the State Authority of 
New York would work with us to that end, if they would not, then 
our only hope would be 








288 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


Senator Carroit. May I interrupt you? How would you get it in 
the Federal preference clause? D6 you mean you would work 
through the Federal Power Commission? Is that the idea? 

Mr. Ex.is. No. 

Senator Carrott. How would you get such a preference? How 
would you get such a treatment merely because the preference clause 
is in there? 

Mr. Extis. You say if the clause is in how would we get it without 
enabling legislation ¢ 

Senator Carrouu. Let’s put it differently. Assume you don’t have 
to go through the States and merely because we insert a preference 
clause in this bill you will get it. It is my understanding of your 
testimony as to the St. Lawrence project that they assured you that 
they would give protection, and they have not done it under the 
New York Authority. 

As I understood the testimony of Mr. Moses, the chairman and the 
then Attorney General, that they did have a policy, and former Gov- 
ernor Poletti, that they had a policy in New York to give preference 
clause treatments to the rural co-ops in New York, and evidently they 
have not done it. 

Mr. Ex.is. It is a nebulous authority so far as we are concerned in 
a positive sense. I think it is pretty strong against selling to indus- 
try, it is a positive matter, but there is no real protection to us. The 
language is so nebulous, there is no real protection to the rural elec- 
tric systems by their interpretation under the New York law. 

If we had the Federal preference then we have rights under that 
law, and the Attorney General of the United States, Brownell, in a 
very able decision last year, enunciated our rights. 

The Department of the Interior had been refusing for a year and 
a half to sell power to the rural electric cooperatives in Georgia under 
the Federal preference law. Finally, after the rural electric coopera- 
tives had hired able counsel and protested their sale of the power to 
the Georgia Power Co. instead, and their refusal to sell to the co-ops, 
the matter was submitted to the Attorney General and the Attorney 
General ruled that the co-ops had these rights, that in effect Interior 
must sell the power to them. 

Senator Kerr. Wasn’t it the Corps of Engineers ? 

Mr. Exxis. The Corps of Engineers built the projects but the In- 
terior was marketing it, under Southeastern Power Administration, 
just as they do through SPA in the Southwest. 

Senator Kerr. Oh, yes. 

Mr. Enis. As a result of that, the Georgia Power Co. then agreed 
to—which it said it never would wheel—agreed to wheel power to us 
in Georgia, and it is doing so at this hour. 

If we had the same type of Federal preference clause, the State line 
would be of no moment to us. The State line would not be recognized 
by us under the law. And we would have the same situation, about 
the same situation in Pennsylvania as we had under the Georgia situ- 
ation. 

Senator Carrot. To put it more simply, and I have to put it that 
way because I don’t understand all the ramifications and you I think 
understand my own philosophy and my own convictions about these 
things. I am thinking about this particular project. Here we have 
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a State, the State of New York, through a power authority that is in 
a sense acting as an agency, I assume. It will be a licensee under the 
Federal Power Commission. The Federal Power Commission—and 
I want any of the Senators to interrupt me if I am wrong—is an arm 
of the Congress. It has some rights, too. I say “rights.” There is 
a different situation than what you have in the usual Federal projects. 

Cannot States themselves, through accredited agencies, move in and 
negotiate with a State authority to protect the rural co-ops and the 
consumers? May that not be one way that we can move in this thing 
to insure the marketability of these bonds? 

Mr. Exuts. I agree with the first part of your question, they can do 
it. Whether they would do it is a different thing for this reason: It 
would be like us trying to get a Federal preference clause in this bill 
after it had passed, because then the burden is completely on us, you 
see, to get legislation through the State legislature. But this I assure 
you: We have given a lot of study to this matter. I think we are in 
a hundred percent agreement, the rural electrics, including those in 
New York State. You put the Federal preference clause in here and 
we will worry about how to get it in to ourselves in Pennsylvania and 
Ohio. And we will get it. 

If you leave it out we have to insist that all the power at our com- 
mand, with all the effort we can put forth, that the Members of the 
Congress vote against the bill if the Federal preference clause is not 
in for that amount above what is fair to give to those who lost power 
by the loss of the plant last year. 

Senator Carroiu. Just sort of off the cuff, suppose we left the Fed- 
eral preference clause in, with a proviso that in the event—I can’t 
choose the words carefully—that the various States, through accred- 
ited agencies, entered into contracts which are to be approved by the 
Federal Power Commission, that we could eliminate the preference 
clause, I mean under these contracts, for the reason, again coming 
back to the question that the chairman put, it revolves around the 
marketability. 

We know there is demand, but the question is how to assert that de- 
mand in such terms as to make the bonds marketable. It seems to 
me financially their statement is correct, if there is no other way to 
do it. Perhaps you are right that we can do it under a Federal proj- 
ect. But we are not considering that at the time—except as to your 
own testimony they seem to have abandoned that concept—but 
whether or not we leave that preference clause in there, to be offset 
with subsequent negotiations between Federal and State agencies. 

Mr. Exuts. I don’t know. 

Senator Carroti. Think it over. I have nothing up my sleeve. 
This is off the cuff. 

Mr. Exxis. I didn’t mean to imply that. We would have to consider 
it seriously. Nothing like that has ever been done. If you leave any 
question of who is going to determine when a State situation has been 
met, that leaves a very serious problem yet to be determined. I do 
not believe that the proviso, the Federal-type provision, will in any- 
wise retard the sale of the bonds. I do not believe that. I don’t 
believe they will be hurt by it. If they are, how would it reflect itself ? 
In a higher interest rate. Who would pay that? We would. We 
don't believe it will happen. 
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We would pay it, along with other users of the power 

Senator Carrot. That is the question I put to someone yesterday, 
to the attorney for the New York Authority. I said you don’t pre- 
sume to make the decisions for Ve rmont and Massachusetts and Penn- 
sylvania and. Ohio. W hen I said “you” I meant the authority. Evi- 
dently they do, but it is subject to review by the Federal Power Com- 
mission, and I think that is what has h: appened i in the case of Massachu- 
setts and Vermont, if I recall their testimony, that they found it was 
not economically feasible and they withdrew their request for adju- 
dication, 

Mr. Exvuis. We don’t believe the Federal Power Commission is in 
sympathy—the present Federal Power ( ‘oun ission with the pref- 
erence clause and the laws generally. The Federal Power Commis- 
sion refused to favorably consider our urgent request to put the Fed- 
eral type preference in the St. Lawrence license. It could have done 
it. The Federal Power Commission didn’t do it—refused to do it. 

Senator Carrouiit. You think then that Congress has lost its arm 
in a sense ? 

Mr. Exxuis. Worse than that, su 

Senator Kerr. Senator Cotton ? 

Senator Corron. Suppose that the Ives-Javits bill should become 
the law. What powers will the Federal Power Commission have, if 
any, over the marketing of this power under that Federal law? 

Mr. Exsis. Our electrical engineer, Charles Robinson, is sitting 
here. He has worked in this area for several years. Lf agreeable with 
you, I would hke to defer to him on the question because I am not 
capable of answer ae ie question. 

I believe, Mr. Chairman, that section 2, on page 3 of the Senate 
bil]—— 

Senator Kerr. Of the Ives-Javits bill? 

Mr. Euuis. Yes, sir. 

It contains the only reference to the Federal Power Commission. 
That is beginning at line 15. And section 3, following that. In brief: 

The Federal Power Commission is hereby expressly authorized and directed 
to issue a license pursuant to the Federal Power Act to the Power Authority of 
the State of New York for a power project with capacity to utilize all of the 
United States share of the waters of the Niagara River permitted by inter- 
national agreement. 

Sec. 3. The Federal Power Commission shall include among the conditions 
of the license issued under section 2 

(a) a provision requiring the licensee to reimburse the United States for its 
share of the cost of construction of remedial works, including engineering and 
economic investigations, undertaken in accordance with article II of the 1950 
treaty : 

(b) a provision requiring the licensee, as a part of the cost of the project 
and in cooperation with the agency of the State of New York in charge of the 
development of parks, to protect the scenic values of the American side of the 
gorge in a manner similar to that in which they have been safeguarded on the 
Canadian side and to construct a scenic drive and park on the American side 
of the Niagara River near Niagara Falls pursuant to a plan, the general out- 
lines of which shall be approved by the Federal Power Commission ; 

(c) a provision requiring the licensee to contract, with the approval of the 
Governor of the State of New York, pursuant to the procedure established by 
New York law— 
certainly a lot of “ifs” in that 


to sell to the licensee of project 16 for a period ending on the final maturity 
date of the bonds initially issued to finance the project works herein specifically 
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authorized, 445,000 kilowatts of power, which is equivalent to the amount pro- 
duced by project 16 prior to June 7, 1956, for the same general purposes for 
which power from project 16 was utilized and in order to restore as nearly as 
possible lower power costs: Provided, That the licensee of project 16 consents 
to the surrender of its license at the completion of the construction of such 
project works upon terms agreed to by both licensees and approved by the 
Federal Power Commission which shall include the following— 
[ don’t think it is necessary to read that because it doesn’t pertain to 
what I believe the Senator was asking. 

But jumping to (d)— 

Senator Corron. Jump to (e). I have some questions on (e). 


Mr. Exuts. All right. 


(e) a provision requiring a reasonable amount of power to be made avail- 
able within the project’s economic market area in neighboring States to be dis- 
tributed according to their laws; * * * 

Senator Corron. That doesn’t mean anything, does it? Suppose 
that this were the law and that the Federal Power Commission 
granted a license and put in a provision requiring a reasonable 
amount—whether they use the words “reasonable amount” or said so 
many thousand kilowatts—to be made available within the project’s 
economic market area in neighboring States. The question is, what 
is the interpretation of “economic market area.” 

Who would ever enforce anything under that? Would they have 
any power whatsoever / 

Mr. Exuis. I don’t think so, not with the present New York Power 
Authority First you have the question of reaonable amount, then 
you have the question of economic market area. 

Senator Corron. I don’t know whether you were in the room or 
not, but to my oan I had a reply to a question that they con- 
sidered the term “economic market area” didn’t mean the distance 
that electricity could be economically transmitted, but it meant it was 
dependent on what the demand was nearer home. 

Mr. Exuis. I didn’t get the last. 

Senator Corron. They interpreted the expression “economic mar- 
ket area,” that the formula wasn’t whether you could economically, 
without leakage, for instance, transmit electricity 100 miles or 125 or 
300 ee it was whether or not you had demand enough for it within 
10 or 15 miles so that you would have any left. 

If I understand the English language, I got that answer, which 
was hard for me to understand. 

Going back to (e)—and I am sorry to take this time— suppose that 
this were the law and the Federal Power Commission issued a license 
and then in the opinion of the Federal Power Commission that license 
had been violated, what could they do? Revoke the license? 

Mr. Exuis. I don’t know. 

Senator Corron. What power would they have to do anything 
about it after it had been issued ? 

Mr. Extuis. It could be most difficult, sir, I don’t know. 

Senator Carrot. Would the Senator yield on this point? 

Yesterday we put this question, asking for a legal opinion from the 
Federal Power attorney who was in attendance here—who happened 
to be absent: What is the legal definition of economic transmission 
distance and economic marketing area? The question is yet to be 
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answered, because counsel for the Federal Power Commission was not 
present yesterday. 
“rr is one of the reasons we raised that question under (e) and 

). 

Senator Corron. We did have the answer of the New York Author- 
ity. 

Senator Kerr. We sure did. 

I think actually there is more directed in paragraph (f), beginning 
at line 21, than there is in paragraph (e). 

Mr. Exuis. I think so, too. But I still don’t think it would help the 
rural electric systems in New York and Ohio any more than it would 
help the rural electric systems get St. Lawrence power in the State 
of New Hampshire. That is my point. 

Senator Corron. I haven’t forgotten, I will say to the witness, the 
representations that were made when we were voting on the St. Law- 
rence seaway about what New Hampshire would get, and I haven't 
forgotten what New Hampshire got. I am happy to say I didn’t fall 
for those representations and voted against the St. Lawrence seaway, 
and that probably makes me a rank conservative, but I am happy that 
I did. 

Returning to (f): 

A provision requiring that a reasonable amount of the power available in the 
State of New York and of the power made available in neighboring States 
under paragraph (e) be allocated for the present and reasonably foreseeable 
future needs of rural electric cooperatives and municipalities in the project's 
economic market area. 

If there isn’t anything available, there is nothing to allocate. 

Mr. Exuis. Right. 

Senator Corron. So that doesn’t mean much. 

Mr. Extis. Right. 

Senator Kerr. Do you want to finish your statement ? 

Mr. Exits. Yes, sir. 

For a number of years we pressed for Federal development of the 
Niagara project because we thought that Federal development would 
result in the production of the lowest possible cost power and because 
we thought Federal administration under the traditional preference 
clause would create a yardstick which would be beneficial to all con- 
cerned. We altered our position in an effort to be realistic and avoid 
a dog-in-the-manger attitude on Niagara development, and we have 
been s supporting the New York Power Author ity in its effort to obtain 
authorization for State development. We cannot in good conscience, 
however, tolerate a repetition of the St. Lawrence arrangements 
which have not only denied our own systems substantial benefits but 
have simultaneously—in our opinion—denied the people of the whole 
New England area the invaluable effect of a yardstick and the health 
effect a ‘yardstick has upon the ingenuity of the private utility 
industry. , 

We urge this committee and the Congress to pass S. 512 authorizing 
State development of Niagar: 1th preference—and we are firmly 
opposed to any bill which will permit a repetition of the St. Lawrence 
experience. 

There is a resolution adopted unanimously by the rural electric 
systems, members of the National Assoc iation—most of them are—at 
our last annual meeting in Chicago last month. 
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I request that that be made a part of the record, which is in sup- 
port of the statement I have made, or my statement has been in 
support of it. I also request that when you have time you permit our 
engineer, Charles Robinson, to answer a few points that have still 
not been answered that we ‘would like to reply to, concerning testi- 
mony which has been given you already. 

Senator Kerr. We will be glad to do that. 

(The resolution referred to follows :) 


NRECA ANNUAL MEETING 1957—RESOLUTION No. E-14 


From: Power and generation committee. 
Approved by: Resolutions committee. 
Subject: Niagara redevelopment. 

Whereas, there have been introduced in the Congress of the United States by 
Senator Clark, of Pennsylvania, and Congress Buckley, of New York, to permit 
the Power Authority of the State of New York to construct and operate the 
electric power generating facilities to utilize the United States share of the 
waters of the Niagara River, and to market the power generated in accordance 
with the historic preference provisions of our Federal power-marketing laws; 
and 

Whereas bills have also been introdrveed which would permit the power au- 
thority to market the power without regard to these historic preference prin- 
ciples ; and 

Whereas our experience with the New York State Power Authority on the 
St. Lawrence has proven our earlier fears that the preference clause in the 
State law is virtually meaningless. Now, therefore, be it 

Resolved, That we urge the Congress to enact without delay the Clark- 
Buckley bill for redevelopment of the Niagara River by the Power Authority 
of the State of New York, with preference, in accordance with the established 
principles of Federal power-marketing laws, for rural electric cooperatives and 
public bodies, to the end that 175,000 farm families in the States of New York, 
Peunsylvania, and Ohio, and the consumers of municipal systems, may be 
assured of the benefits of this tremendous amount of low-cost power, and so 
that the full yardstick effect of the preference principle may be assured for the 
customers of the commercial power companies in the area, all to the maximum 
benefit of the entire Northeast area and the United States. 


Senator Kerr. I would like to ask Mr. Radin, Mr. Lapp, and Mr. 
Olds if they can come back tomorrow morning. 

Mr. Lapr. I would be delighted to do so but I have to be back in 
New York State. 

Senator Kerr. We will hear you, Mr. Lapp, and we will hear the 
other gentlemen tomorrow morning. 


STATEMENT OF BROOKS R. LAPP, SUPERINTENDENT OF THE BATH 
ELECTRIC, GAS, AND WATER SYSTEMS, BATH, N. Y. 


Mr. Larr. My name is Brooks R. Lapp, and I am the superin- 
tendent of the Bath Electric, Gas, and Water Systems, the name by 
which the Municipal U tilities Departments of the village of Bath, 
N. Y., are known. 

fam the chairman of the engineering committee of the Municipal 
Electric Utilities Association of New York State, an associaton of 
42 cities and villages of New York State authorized by law to engage 
in the distribution of electrical energy. 

I am a member of the committee of this association named to ne- 
gotiate the standard provisions of contracts between the Power Au- 
thority of the State of New York and our member municipalities for 
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the purchase of power from the natural resources under discussion 
here today. 

I appear here today particularly in behalf of the 25 associate 
members of our assoc iation that are outside the St. Lawrence market- 
ing areas but are within the economic area of the proposed Niagara 
redevelopment. 

Our association has been active in matters bearing on the develop- 
ment of the St. Lawrence and the Niagara for many years and ac- 
tively supported the Power Authority of the State of New York in 
its license application before the Federal Power Commission, in 1948, 
for the construction of the St. Lawrence. 

In deference to this committee’s desire for expediency I shall state 
the opinions of my association in as brief a manner as possible. If 
I may digress, many things have been brought up in the testimony 
to date. My statement is short. I do have a few notes that I think 
may be of interest, and I would like to rapidly read my statement 
and go to those extemporaneous remarks. 

Senator Kerr. You refer to the first four pages of what you have 
handed me? 

Mr. Lapp. Yes, sir. 

Senator Kerr. Go right ahead. 

Mr. Lapp. Over the years that this development has been under 
consideration most of the issues involved have been brought to the 
fore. Yet, the matter still begs for solution while the consumption 
of electricity continues to climb and the Niagara continues to flow. 

As an association of an important segment of the electric industry 
of New York and as the direct representatives of many New York 
citizens we find that we concur with at least two points that have been 
made previously at this hearing. 

Point 1: This must be the year for action. The millions of words 
expressed to date in this matter must now be summed up and a solu- 
tion reached. 

Point 2: Legislative action must be forthcoming that will at one 
time be clear and workable so that all sides of this issue may again 
return to their normal functions. 

Assuming the earliest possible start of construction at the Niagara 
the power cannot be on the lines in time to meet the estimated demands 
that will then exist. The electric utility industry can anticipate no 
slackening of the heavy demands for capital expansion. 

To illustrate the position of the Municipal Electric Utilities in 
Western and South-Central New York State, I should like to use the 
examples of my own community and that of Penn Yan, our neighbor. 

Both of these communities are slightly over 100 miles from the 
proposed Niagara development. Both purchase substantial blocks 
of power from private utility companies at about a 50-percent load 
factor. Both are served at primary voltage by the New York State 
Electric & Gas Co. On demands approximating 3,000 kilowatts at 
each community the following are the average purchased power costs: 
Bath, N. Y., 12.5 mills per kilowatt-hour; Penn Yan, 11.5 mills 
per kilowatt-hour. These two communities are equidists ant from the 
proposed Niagara development and they are but 35 miles apart. In 
addition, a 3-mill spread exists between other communities receiving 
power from different power companies. 
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Senator Kerr. Is the difference up or down? 

Mr. Lape. The rates generally, sir, in New York State, will average 
from slightly more than 9 mills to roughly this 1214 mills, which is 
about the top. 

The sale of power from governmental source to these and other 
communities of the municipal association, will have the beneficial re- 
sult of standardizing the purchased power costs, and indirectly the 
resale rates, of electricity in areas which are now minutely divided 
into areas of vastly different power costs. In this manner will a great 
indirect benefit from this development be made to more people in the 
State of New York. 

The present demand of the Bath Municipal System is approxi- 
mately 3,000 kilowatts. But by the end of 1961 this demand will have 
grown to about 4,000 kilowatts. By 1971, 10 years after the earliest 
possible completion of the Niagara project, this demand will have 
grown to about 10,500 kilowatts, and by 1981 it will be in excess of 
25,000 kilowatts. 

In aggregate the 25 municipalities within the economic area of the 
Niagara development would have 1961 demands of approximately 
91,000 kilowatts, 1971 demands of 209,000 kilowatts, and 1981 de- 
mands of 481,000 kilowatts. These figures are compiled by applying 
the average demand rate of growth for the years 1944-54 of 22 muni- 
cipal systems in New York State to the 1955 demands for the 25 
municipalities involved. 

These systems are an important portion of the intended benefi- 
ciaries of the proposed Niagara development and they fear that the 
precedent of the St. Lawrence contracts may restrict their purchases 
of Niagara power in the following manner : 

1. The 25-year terms of the power authority contracts are illegal 
by the laws of the State of New York as stipulated in the various 
municipal charters of these municipalities. 

I would like to make this remark about that statement. Municipal 
charters in the State of New York are subject to the approval of the 
State legislature. A revision desired by the local municipal govern- 
ment must be approved by the State legislature. Therefore, when 
specific length of contract terms permissibly signed by village and 
city officials are submitted to the State legislature, the length of the 
terms of those contracts in that context become, I believe, the State 
law. 

While some municipalities are limited to 5-year terms, a maximum 
permissible term for signing others is limited to 10 years. This as- 
sociation believes that 10-year contracts would not jeopardize the abil- 
ity of the power authority to meet its bonded obligations. By amend- 
ments to municipal charters many communities would sign for 10- 
year terms with 5-year renewal options. 

2. To date the power authority offers to municipalities have failed 
to provide for the demand requirements of the municipality for the 
future and thus have forced the municipality to compromise its full 
utilization of public power by their inabilty to meet demand charges 
on suflicent power to sustain them for the 25-year term of the con- 
tracts. 
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3. Adequate withdrawal provisions in the contracts with private 
utility companies should provide for the renegotiation of municipal 
demands at the proposed 5-year contract option periods of the mu- 
nicipalities. In this way the private utility companies and others 
would be advised, on 5-year notice, of their requirements for capital 
expansion. 

4. Wheeling rates now proposed bear little relation to that portion 
of the used and useful value of the transmission facilities used to 
serve municipal customers, and I should add there, other govern- 
mental-type customers. 

It is proposed that some expert forum, such as the Federal Power 
Commission, be employed to determine equitable wheeling rates. 

These, then, are the specific proposals of our association. We state 
them before this committee in the trust that our honest expression of 
our opinion with regard to the proposed legislation may expedite the 
final solution of Niagara development. 

These proposals have been made by our association in the light of 
extended negotiations between the municipal utilities of New York 
State and the New York State Power Authority with regard to the 
marketing of St. Lawrence power. So that your committee will have 
more complete information as to the nature of these negotiations 
and the problems which have arisen in the marketing of St. Law- 
rence power to the municipal utiltiies, I would like to submit to the 
committee, for inclusion in the record, the attached chronology de- 
tailing the progress of these negotiations. 

Senator Kerr. It may be included in the record. 

Mr. Lapp. This chronology indicates most clearly why the prefer- 
ence provisions contained in the Clark bill are so vitally needed to 
protect the interests of the municipal utilities of our State. 


SUPPLEMENTARY STATEMENT OF THE MUNICIPAL ELECTRIC 
UTILITIES ASSOCIATION OF NEW YORK STATE AT POWER AU- 
THORITY HEARINGS, PRESENTED BY BROOKS R. LAPP, CHAIR- 
MAN, ENGINEERING COMMITTEE, OF BATH, N. Y., NOVEMBER 15, 
1956 


Negotiations of the Municipal Electric Utilities Association of 
New York State with the staff of the power authority. 

When the power authority applied for its Federal Power Commis- 
sion license for the St. Lawrence power development in 1948, the 
officers of our association and individual members, including the 
city of Jamestown, filed notice with the authority that we would 
stand on our rights to obtain a reasonable share of the project power 
in accordance with the guaranty given by section 1005 of the Power 
Authority Act. 

Definite assurance was offered by the authority at the hearings on 
its application for the St. Lawrence license that the letter and spirit 
of this provision of the act would be fulfilled in the marketing of 
power. 

In 1954, however, when the power authority was reorganized, our 
association began to experience difficulty in obtaining any firm com- 
mitments that our needs would receive consideration. 
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It is now 2 years since our engineering committee, at the request 
of the authority staff, circularized our member municipalities with a 
questionnaire on current demand and estimated future load growth. 
In addition, our committee searched for the authority the records of 
the Public Service Commission and the Federal Power Commission 
to provide the authority with a full study of our estimated demand 
by 1964. ; 

Following the submission of our report a long period of silence 
ensued. / 

In 1955, without any negotiations with our association, or with 41 
of its 42 member municipalities, the authority announced that it pro- 
posed to enter into a separate contract for the sale of 30,000 kilowatts 
to the city of Plattsburg. It also made known its plan to deliver the 
power over transmission facilities to be built by the authority. 

When our association protested against piecemeal marketing of 
St. Lawrence power, pointing out that this could not insure equitable 
treatment of municipalities and other classes of customers, we were 
assured by the authority staff that active negotiations would be 
started with our membership as a whole, after public hearings on the 
Alcoa contract, and the eintionie smaller sivas of power to 
Vernon, Plattsburg, and the United States Air Force Base were 
successfully concluded. 

It was not until September 1956, that the power authority staff 
notified our association and the authority was ready to begin negotia- 
tions with a small segment of our member municipalities. This was 
a month after the chairman of the authority had announced on Au- 
gust 10 that most of the remaining power from the St. Lawrence was 
to be allocated to Reynolds Stele and Niagara Mohawk under the 
proposed contracts S—5 and S-6. 

At the request of the authority staff, our association at its annual 
convention September 27-29 set up a negotiating committee to dis- 
cuss contract terms with the authority. This committee consists of 
the four members of our engineering committee and the president 
of our association. 

We were advised in advance of any discussion that the chairman 
of the power authority had decided to limit the negotiations to 
municipalities located within an arbitrary radius of 150 miles from 
the project site. This limitation excluded all but 11 of our member 
municipalities. It was later relaxed to the extent of including 1 
village, Richmondville, about 10 miles outside the prescribed radius. 
All 12 of these municipalities are in the franchise area of 1 private 
power company, Niagara Mohawk. 

Before our negotiating committee could meet with the authority 
staff, it was announced by the authority on October 14 that contracts 
with 5 of our 42 members would be scheduled for public hearings, 
along with the Reynolds Metals and Niagara Mohawk contracts, on 
November 15. 

On October 25 our negotiating committee first discussed the terms 
of these proposed contracts, prepared by the authority staff, at a 
meeting held at the authority’s office in New York City. At this meet- 
ing our negotiating committee presented vigorous and specific objec- 
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tions to the form and substance of the proposed contracts with mu- 
nicipal customers for St. Lawrence power. We also voiced our ob- 
jections to the proposed contracts with Reynolds Metals and Niagara 
Mohawk, pointing out that, in effect, the authority had given prior 
consideration to this industry and this private power company as 
preference customers. 

Assurances were offered at our meeting on October 23 that the 
authority staff would consider the revisions in contract terms pro- 
posed by our negotiating committee. Contrary to this understand- 
ing, the 12 municipalities were individually contacted by telephone 
and requested to attend a negotiating session in New York City on 
November 9. The association’s negotiating committee was not asked 
to attend this meeting. It brought forth no concrete proposals from 
the authority staff to revise the draft municipal contracts in a manner 
to meet our stated objections. 

In conclusion, it is clear from this record that every effort has been 
made by the Municipal Electric Utilities Association of New York 
State, by its executive board, by its engineering committee, and by 
its negotiating committee to comply with promptness and patience 
with every request made by the authority staff. 

At the end of more than 3 years, since the authority obtained the 
license it holds from the Federal Power Commission, our officers and 
committees have yet to obtain a meeting with the chairman of the 
authority or any of its officers delegated to pass upon the merits of 
our proposals on contract terms to meet the needs of municipal cus- 
tomers in New York State. 

It is unfortunate, due to the belated start of any negotiations, that 
more progress has not been made toward an overall agreement be- 
tween the authority and prospective municipal co- parties. 

The negotiations long since completed with Alco, Reynolds Metals, 
and Niagara Mohawk now present a definite pattern for the market- 
ing of the bulk of St. Lawrence power. The contract S—1 with Al- 
coa and the proposed contracts S—5 and S-6 with Reynolds Metals 
and Niagara Mohawk, respectively, set basic policies and precedents 
inseparable from the problems involved in supplying the municipali- 
ties of our State with a reasonable share of the low-cost power from 
the St. Lawrence, and later from the Niagara. 

Under these conditions, it is doubtful that any municipality in the 
State of New York could afford to enter into the draft contracts 
which have been offered without adequate negotiations. Many of the 
points vital to the supply of low-cost power to municipalities, and to 
their future growth have, in fact, been predetermined in the contracts 
negotiated by the authority with Alcoa, Reynolds Metals, and Niag- 
ara Mohawk. If the proposed Contracts S-5 and S-6 should be 
approved by the authority and the Governor in their present form, 
the rights of municipalities through the State of New York, guaran- 
teed by the plain terms of the Power Authority Act, will have been 
irreparably jeopardized. 

Senator Kerr. Thank you very much, Mr. Lapp, for your state- 
ment.. 

Do you feel that the operation of the New York State Power 
Authority in connection with the St. Lawrence project has not met. 
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the needs of the municipalities in a reasonable economic transmission 
distance of “ project ? 

Mr. Lapp. I do. 

Senator Kerr. Do you feel that the spirit of the law as you heard 
quoted here awhile ago by Mr. Clyde Ellis, pending the directive and 
announcement of polic; v for guidance of the New York Power Au- 
thority in connection with rural electric cooperatives and municipal 
systems has not been complied with ? 

Mr. Larr. I agree. 

Senator Kerr. Are there any further questions ? 

Senator Carroiu. No, sir. 

Senator Kerr. Thank you very much. 

We will meet again at 10 o’clock tomorrow morning. 

(Thereupon, at 12:31 p. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Saturday, April 13, 1957.) 
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SATURDAY, APRIL 13, 1957 


Unirep STates SENATE, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop Con'TROL, 
Rivers AND Hargors, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10:10 a. m., in 
room 412, Senate Office Building, The Honorable Robert S. Kerr, 
presiding. 
Present : Senators Kerr (chairman of the subcommittee), Gore, and 
Carroll. 
Senator Carrott (presiding). This meeting will now come to or- 
der and we will proceed to hear the testimony of Mr. Alex Radin of 
the American Public Power Association. 


Mr. Radin. 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Mr. Rapin. Thank you. 

My name is Alex Radin. I am general manager of the American 
Public Power Association, a national trade organization represent- 
ing more than 800 local publicly owned electric utilities in 40 States, 
Puerto Rico, and Alaska. The membership of our association con- 
sists primarily of municipally owned electric utilities, but also m- 
cludes public utility districts, State- and county-owned electric sys- 
tems and rural electric cooperatives. No Federal power system ‘is a 
member of the association. 

The interest of our association in the redevelopment of the Niagara 
Falls power potential is indicated by the fact that within a radius of 
300 miles of Niagara Falls there are 22 municipal utilities in New 
York State (outside of the present St. Lawrence power marketing 
area) 38 in Pennsylvania, and 60 in Ohio, or a total of 120 in the 3- 
State area. In 1956 these utilities had a total generating capacity of 
445,213 kilowatts and they purchased more than 581,575,486 kilo- 
watt-hours. 

Senator Carrotu. May I interrupt just there? You indicate that 
these groups for whom you testified are within a radius of 300 miles. 
How many are within a radius of 150 miles, do you know ? 

Mr. Raprn. We don’t have that broken down, Senator. I would 
be glad to supply that for the record if you so desire. 

Senator Carroti. I wondered just percentagewise if you had any 
idea about how many. 
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Mr. Rapin. They are rather evenly distributed. I will just make a 
rough guess that perhaps half of them are. 

Senator Carroii. All right. You may proceed. 

Mr. Rapry. Our association is in favor of S. 512 by Senator Clark 
and others. The reasons for our endorsement of this bill are three- 
fold. 

1. Because of the constantly increasing demands for electric power, 
our association has consis stently supported the earliest possible de- 
velopment of our Nation’s hydroelectric power resources, and we look 
upon Niagara Falls as one of the most promising undeveloped water- 
power resources in the country. 

The municipally owned electric utilities in the transmission dis- 
tance from the Niagara project presently have power costs which 
are among the highest in the Nation, and therefore they are sorely in 
need of the new source of low-cost power which could be provided 
by ro proposed redevelopment of Niagara Falls. 

The third reason why our organization ER OTS > S. 512 is that, 
contrary to the provisions of the Ives-Javits bill, S. 1037, the C lark 
bill is in harmony with traditional power m: tine policies which 
have been enunci: ated by the Congress on at least 14 different occa- 
sions. Consequently, we believe this bill would insure that the peo- 
ple of the area obtain the maximum benefits from this public re- 
source. 

With regard to the first point—the desirability of earliest possible 
development—there can be no question. Especially has this been 
true since June 7, 1956, when a rockslide occurred at the Schoellkopf 
station of the Niagara Mohawk Power Corp., thus knocking out 
power capacity of approximately 277,000 kilowatts. As a result of 
the virtual destruction of the Schoellkopf plant, a number of electro- 
process industries in the Niagara Falls area are now being charged 
power rates that are almost double the costs they incurred before the 
rockslide. This is a matter of national concern, for these industries 
are vital to the national defense and they were attracted to the 
Niagara Falls area in the first instance because of the lower power 
costs from the Schoellkopf station, which was one of the earliest 
hydroelectric plants licensed by the Federal Power Commission. 

If I may interpolate in my statement at this pont, I would like 
to say that our association has no desire to deny the existing in- 
dustries in that area of the power they were receiving from Schoell- 
kopf prior to the rockslide and we would be agreeable to an amend- 
ment to the Clark bill, if that BS felt desirable, such amendment to 
reserve 445,000 kilowatts for Niagara Mohawk, provided that the 
power were made available by tee Mohawk for these industries 
at a reasonable cost, and provided also, that Niagara Mohawk con- 
sented to the transfer of the license for project 16 to the power au- 
thority. 

Senator Carrot. You do recognize that as a result of this rock- 
slide that there is a critical situation in that area and I think by your 
testimony you said that the costs have doubled ? 

Mr. Raptr. That is right. 

Senator Carrott. Do you know what the source of their electrical 
energy is up there at this time ? 
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Mr. Rapin. I think they are getting power on a temporary basis 
from the Ontario Hydroelectric “Power Commission and what other 
sources that are available from the outside. 

‘ Senator Carroii. And the costs have doubled ? 

Mr. Rapry. Yes, they have practically doubled, that is my under- 
standing. 

Senator Carrouy. Go right ahead. 

Mr. Rapin. Thus, the rockslide has created an emergency condi- 
tion which accentuates the need for prompt action. Fortunately, 
the long-standing argument as to whether this development should 
be under public or private auspices now seems to be settled, for there 
is no bill presently before Congress which would authorize private 
development of this resource, and many of those who formerly sup- 
ported private development have now endorsed the construction of 
this project by the New York State Power Authority. 

With regard to the second reason for our support of the Clark 
bill—namely, the need of the municipal utilities in the area for a 
low-cost source of power—I call your attention to the attached ex- 
hibit A, showing the wholesale power costs of the municipal utilities 
in New York, Pennsylv ania, and Ohio in 1954, the latest year for 
which Federal Power Commission statistics are available. These 
figures cover only class A and B utilities, or those with gross annual 
electric revenues in excess of $250,000 per annum. 

You will note from this table that the wholesale power costs of 
municipals in the Niagara marketing area range from 11 to 18 mills 
per kilowatt-hour, or 3 or 4 times that of the national average. I 
call this matter to your committee’s attention because officials of the 
power authority have stated that inasmuch as power can be produced 
in Pennsylvania for less than 5 mills, there apparently is no market 
for the Niagara power in that State because the power authority can- 
not deliver power to Pennsylvania for less than 6 mills. 

While it may be true that power can be produced in Pennsylvania 
for 5 mills, the fact of the matter is that the municipal utilities in the 
ia -and also, the rural electric cooperatives—are paying consid- 

srably more than 5 mills for the power which they purchase at whole- 
sale. 

Of course, the municipal systems and rural electric cooperatives are 
considerably smaller than the privately owned power companies and 
could not take advantage of the economies in power generation which 
are available from the large steam stations of the size being erected 
by the private power companies. I can assure this committee, there- 
fore, that 6-mill power in Pennsylvania would be most attractive for 
the municipal utilities in that State, and such power would find a 
ready market. 

I believe that the rural cooperatives in Pennsylvania have also testi- 
fied to that fact. 

Senator Kerr (presiding). Seven-mill power would find a ready 
market. 

Mr. Raptn. I am quite sure it would. 

Senator Kerr. Pardon me. 

Senator Carrott. Assuming there would be some protection given 
to municipalities and to the co-ops in Pennsylvania, as I understand 
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it from the testimony, the power would have to be wheeled through 
the private utility lines into Pennsylvania? 
r. Rapin. That is probably true; yes, sir. 


Senator Carrot. Would that create a problem in the difference? | 


It could not satisfy all their power ? 

Mr. Rapin. It could not supply all of the power requirements of 
the municipal utilities. 

Senator Carron. That is right, so you would have power flowing 
in at one rate and they have a much higher rate in Pennsylvania to- 
day. Is it your idea that that would be resolved by the Pennsylvania 
proper agency / 

Mr. Rapin. Well, my presumption is that the power would be pur- 
chased by the municipal utilities directly from the power authority 
and the privately owned electric companies would be wheeling agents 
who would be paid directly, so that the wheeling costs would not make 
the power at a rate that would be prohibitive for the municipal 
utilities. 

Senator Carrouu. I don’t want to get too technical about this, but 
the thought occurred to me that most of the power today is coming 
to the rural co-ops in Pennsylvania through the private power com- 
panies, that is the source, is it not ? 

Mr. Rapin. Yes, that is right. 

Senator Carrott. Now, we bring in new power at a lower cost. 
The question as to how to apportion that and how you do it occurred 
to me. 

Mr. Rapin. I would think that while detailed marketing plans 
have not been worked out, that there would be an ample amount of 
the Niagara power to satisfy the needs of the municipal utilities there 
for some years in the future. They are mostly smaller systems and 
their power requirements are not terribly large, so that this power 
would be very useful to them. 

Senator Carrouu. Is it very important that Pennsylvania have an 
accredited agency to handle this situation ? 

Mr. Rap. I think it would certainly facilitate the marketing of 
the power to the municipal utilities and cooperatives if they did have 
such an-agency. And it is my understanding that there is legislation 
pending in the State legislature now to create such an agency or to 
vest this authority in an existing agency. 

Senator Carrott. You may proceed. 

Mr. Rapin. The need for Niagara power in Pennsylvania is rele- 
vant to the consideration of the transmission provisions of the Clark 
bill as compared with similar provisions of the Ives-Javits bill. 
Whereas the latter bill would probably be construed as carrying for- 
ward, in the Niagara project, the more limited transmission distance 
which has been applied by the power authority in marketing St. 
Lawrence power, the Clark bill would facilitate the marketing of this 
power over a wider transmission distance. 

I think the differeti¢e there is in the use of the words “economic 
transmission distance” as opposed to “economic marketing area.” 

“Economic transmission distaies” is a phrase that is used in the 
Clark bill and “economic marketing area” is a phrase that is used 
in the Ives-Javits bill, and under the definition which the power 
authority has given to “economic marketing area” they have confined 
the marketing of this power to about 150 miles. 
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Senator Carroty. Is there a legal distinction between economic 
transmission distance and economic marketing area, in your opinion / 

Mr. Rapin. I don’t know; it is a matter of practice that has been 
applied by the power authority in the use of the words “economic 
marketing area.” 

This brings me to the third point which I have cited as the reason 
for our support of the Clark bill—namely, the fact that only the 
Clark bill contains the traditional preference to public agencies and 
rural electric cooperatives in the marketing of the Niagara power. 
This preference provision, which is absent from the Ives-Javits bill, 
represents perhaps the most significant difference between the Clark 
and Ives-Javits bills. 

As members of this committee well know, the preference provision 
is well rooted in American tradition. It was first adopted by the 
Congress in the Reclamation Act of 1906, and subsequently this pro- 
vision has been reaflirmed and strengthened by the Congress on at 
least 14 different occasions. It has been supported in the platforms 
of both the Republican and Democratic Parties. 

The preference provision is far more than a matter of philosophy, 
however. Experience has shown that without this provision, the non- 
profit municipal utilities and rural electric cooperatives would not 
receive a fair share of power generated from this public resource. 

The clearest example of the need for the preference clause in this 
instance has been shown in the marketing of power from the St. 
Lawrence project. There, in the absence of the preference provision, 
the municipal utilities and rural electric cooperatives have been 
offered only about 10 percent of the power to be generated at this 
project. The result is that some of these utilities will be faced with 
the problem of signing a contract for a quantity of St. Lawrence 
power which would fill their needs for less than 10 years. After 
that time, these utilities will be forced to return to private utility 
companies to supply their power requirements and it 1s obvious that 
they will be in an exceedingly poor bargaining position at that junc- 
ture. 

Mr. Brooks Lapp, representing the Municipal Electric Utilities 
Association of New York State, has given this committee more details 
as to the plight facing the municipal utilities in that State because 
of the absence of the preference clause in the marketing of St. Law- 
rence power, and therefore I will not go into further details at this 
tume. 

L would like to point out, however, that preference clause is im- 
portant not only to the municipal and co-op utilities, but also to the 
customers served by the neighboring privately owned utilities. For 
it has been shown conclusively in other areas that if low-cost power 
is made available to the municipal utilities and rural electric coopera- 
tives, the rates of the neighboring privately owned power companies 
are reduced because of the pressure of competition from the munici- 
pals and co-ops. Thus, for example, rates become progressively higher 
as the distance increases from the TVA, Bonneville and other public 
power systems. 

If the Niagara power is not marketed in accordance with the pref- 
erence provisions and the same pattern is followed as in the sale of 
St. Lawrence power, the municipals and co-ops will receive a rela- 
tively insignificant amount of power from this great resource. I 
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make this statement not on the basis of idle speculation, but as the 
result of the bitter experience faced by the municipal utilities in con- 
nection with the St. Lawrence project, and, perhaps more important, 
on the basis of tentative allocations of Niagara power planned by the 
New York State Power Authority. 

These allocations, announced by the power authority on February 
7, 1957, indicate that, even if all the power allocated to Pennsylvania 
and Qhio is used by the preference customers in those States, the 
total amount of power to be made available to the preference cus- 
tomers in the 3-State area would represent only 275,000 kilowatts, or 
slightly more than 10 percent of the anticipated capacity of 2 mil- 
lion kilowatts. 

On the basis of such a marketing plan, it can be safely predicted that 
the power from this project will hi ave little or no impact on the rates 
of the rural and domestic consumers in that area. In short, the pref- 
erence clause offers to the electric consumers of that area the most 
immediate hope for lower electric rates—which, after all, is perhaps 
the principal objective of the New York State Power Authority Act. 

The preference principle, therefore, is far from being an ac ‘ademic 
matter, or a question of ideology. It has very practic al implications 
insofar as translating the benefits of this project into dollars and cents 
savings for the power users of that area. 

Some fear has been expressed that the preference clause would 
hamper the marketing of bonds for this project. Such an attitude 
seems to stem in part “from the belief that the power from this proj- 
ect will be a drug on the market and will not be readily salable. Such 
is simply not the case. It is abundantly clear that there is a ready 

market for this power, and that the sale of this power to the prefer- 
ence customers will not impair the financial soundness of the project 
in the slightest degree. ‘To the contrary, experience in Federal power 
projects clearly indicates that the power can be readily marketed un- 
der the preference policy. In fact, the financial soundness of these 
projects is attested to by the fact that the two major Federal power 
systems—TVA and Bonneville Power Administration—are consider- 
ably ahead of schedule in repayment of the capital costs. 

If I may interpolate just a bit here I would like to point out that 
there have been a number of statements by the power authority as 
recently as June of last year to the effect that if the Lehman bill, 
which was the predecessor to the Clark bill, were passed the power 
‘eacewape would work under it and would, and could, market the 
bonds under that bill. We are, therefore, rather surprised that they 
now seem to take the attitude, for no particular reason that we can see, 
that they will not be able to market the bonds under the preference pro- 
visions of the Clark bill. 

For example, when the Lehman bill was reported by the Senate 
committee on January 16, 1956, Chairman Moses publicly stated on 
behalf of the trustees of the authority, and I quote: “There are cer- 

tain features of the Lehman bill which could be improved upon but we 
ean work under it and shall be glad to do so if it becomes law.” 

Again after a special meeting on June 14, the board of trustees of 
the authority reported to the Governor on the terms of the Lehman- 
Buckley bill stating that, “The authoritv believes it can work under 
it and will, in ithe event of its passage in its present form, make every 
effort to do so.” 
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At the last hearing held by the House committee on the Niagara 
bills trustee Charles. Poletti, formerly a supreme court justice in 
New York and counsel to Governor Lehman, testified here during 
these hearings in behalf of the Governor—testified as a witness for the 
power authority. On June 17, 1956, Mr. Poletti said in a public state- 
ment: 

On a realistic and practical basis there is no conflict between the Lehman bill 
as passed by the Senate and our Authority Act. That is my opinion. The 
authority can finance itself and operate under it. 

Furthermore, we see nothing in the New York Power Authority 
Act which precludes the authority from operating under the terms of 
the preference clause. To the contrary, the Power Authority Act 
seems to set the stage for the preference clause and the objectives of 
the preference clause and the objectives of the Power Authority Act 
seem to be very similar. So, we cannot understand the argument that 
has been made that the power authority wil have difficulty in op- 
erating under the terms of the preference clause when the power au- 
thority itself has stated on many occasions that it could do so. 

In any event, the purpose of this project is not to dump the power 
on the market in the easiest possible manner of marketing, but to use 
this resource to attempt to bring the electric consumers the benefits of 
lower rates. 

As I have indicated earlier, there now seems to be little or no dis- 

yute as to the desirability of authorizing a State agency, the New 
Vork State Power Authority, to construct the Niagara project. Like- 
wise, it would seem that the prudent course to follow would be to con- 
form, rather than break, with tradition by giving the electric con- 
sumers the benefits of the safeguard preference provisions embodied 
in the Clark bill. We earnestly urge that bill’s prompt approval by 
your committee and by the Congress. 

Thank you. 

Senator Carroiy. Just one or two questions. 

As I understand your testimony you would be in favor of giving a 
block of power to this Niagara Mohawk because of the rock slide ? 

Mr. Rapin. Yes, provided that that power were made available to 
the industries which formerly received the Schoellkopf power. 

Senator Carrori. And the second important point I think you 
make is the effect upon the industry of that area, the rock slide, and 
their double cost. There is this bald statement in the record that 
really has not been controverted yet, and that is the one of the New 
York Authority chairman who says of this project, they cannot mar- 
ket the bonds; makes a very positive assertion if we give full swing 
and sway here to the preference clause he thinks it will ser iously, not 
only thinks, he says bluntly, it will affect the m: irketability of these 
bonds. And I notice the other point that you say that it is desirable 
to have a State agency like the New York Authority to construct the 
Niagara project. 

Is there some reasonable compromise, are you familiar with the 
Javits amendment ? 

Mr. Rapin. Just generally. I would not like to make any positive 
statement about it at this time without further study. I do have this 
feeling about it, that the use of the word “reasonable” in the Javits 
amendment is subject to such broad interpretation and construetion 
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that I believe we would have the same problems in operating under 
the Javits amendment as we have had in operating under the Power 
Authority Act insofar as it relates to the marketing of power to the 
municipal utilities. 

My recollection of the Power Authority Act is that it states that a 
reasonable amount of power shall be given to the municipal utilities. 
Our experience in the marketing of St. Lawrence power is that they 
have not been given the amount of power which we believe they 
should receive, so that I think that the qualifying term “reasonable” 
in the Javits amendment would 

Senator Carroitt. Ought to be spelled out ? 

Mr, Rapry. Ought to be spelled out as specifically as it is in the 
preference clause which we know from actual practice has produced 
satisfactory results. 

Senator Carrot. I think you make a very good point on page 5 
about the amount of power that would be available to preference cus- 
tomers in the 3-State area, 275,000 kilowatts, but the thing that oc- 
curs to me is here we have the problem which confronts New York 
industry, the high cost of power as a result of the rock slide, your 
willingness to accept a block of power to alleviate that situation some, 
the growing demands of industry in that area, and the growing de- 
mands also of the municipalities and the rural co-ops, and their in- 
herent right to participate in these benefits that flow from this great 
project. 

Would you think something along this line—if we can allocate a 
block of power to Niagara Mohawk, could we make an allocation for 
industry and give the preference clause treatment to another block of 
power? Be thinking about that. 

This is a new type of project, I don’t think that we have had any- 
thing like this in American history and it is something that if we are 
going to work out any sort of a program—this thing has been going 
on for 6 or 7 years and hasn’t been built. Now, it has got to be built, 
it seems to me, and if we can’t get a full and complete acceptance of 
the preference clause then we have got to move in between some way 
to protect—I will call it the 3-State area—and also the people in 
New York are entitled to protection, municipalities and co-ops, they 
want protection, they are dissatisfied with the handling of the New 
York authority and, for myself, we are not trying to interfere with 
what New York is doing or what Pennsylvania might do, or Ohio 
might do, but I am thinking in blocks of power. 

Do you have any comment on that? 

Mr. Raprn. Well, I think as for the block of power for industry, 
as I have testified we would be agreeable to reserving for industry 
the amounts of power which they received prior to the Schoellkopf 
rock slide. That would seem to be entirely equitable and desirable. 

Senator Carrot. But that is only a small part—I don’t say a small 
part, it is large—but there are new defense contracts that have been 
entered into and it would seem to me, offhand I could point out almost 
a million kilowatts for industry in that area—perhaps within a year’s 
time it has grown: as a result of the rock slide, three-quarters of a 
million. So be giving some thought to that. 

If you have comments—I see you have been following the record 
very carefully here and you made a very fine statement. 
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Any further comments, Senator ? 
‘Thank you very much. 
Mr. Olds? 


STATEMENT OF LELAND OLDS, DIRECTOR, ENERGY RESEARCH 
ASSOCIATES 


Mr. Ops. Mr. Chairman, my name is Leland Olds. I am appear- 
ing at the request of Senator Joseph S. Clark to discuss S. 512 and 
S. 1037, the bills providing for the construction of certain works for 
improvement of the Niagara River for power and other purposes. 
What I shall do is to present some background material which I 
respectfully submit shodld be considered in reaching a sound decision 
as to the legislation to be enacted by Congress to assure redevelop- 
ment of Niagara Falls in the public interest. 

Recognizing that this committee has gone thoroughly into the is- 
sues involved as they presented themselves in previous hearings on 
this subject I shall avoid repetition of past testimony and limit my 
present remarks to matters relevant to new factors in the situation. 

My experience has included the following positions: Executive 
secretary of the Power Authority of the State of New York, in 
charge of the work of the staff, from 1931, the beginning of the power 
authority, to June 1939; member of the Federal Power Commis- 
sion, 1939-49, serving as chairman for about 6 of these years; chair- 
man of the United States St. Lawrence Advisory Committee, 1940- 
49; member of the President’s Water Resources Policy Commission, 
as comissioner in charge of studies, 1950-51; and representative of 
the Department of the Interior on New England-New York Inter- 
agency Committee, directed by the President to survey and report on 
the natural resources of that region, 1951-53. I am at present director 
of Energy Research Associates. 

Under my direction the staff of the New York Power Authority 
prepared numerous technical studies designed to carry out the pur- 
poses of the New York Power Authority Act. These included plans 
for redevelopment of the hydroelectric resources of the Niagara 
River, and for the marketing of Niagara and St. Lawrence River 
power, in accordance with the principles of the act. Under my di- 
rection, as member of the Federal Power Commission, the Commis- 
sion’s Bureau of Power undertook the further preparation of gen- 
eral plans for redevelopment of Niagara which provided the basis for 
1950 treaty between the United States and Canada concerning uses 
of Niagara waters, referred to in the bills before Congress. 

Under my general direction, acting for the United States as Chair- 
man of the United States St. Lawrence Advisory Committee, plans 
were developed by the United States Corps of Engineers for develop- 
ment of the International Rapids Section of the St. Lawrence River, 
and the construction of a weir to protect the scenic spectacle at 
Niagara Falls was undertaken and completed. 

The issue before Congress has become simpler : 

The issue before your committee today differs materially from that 
concerning which I testified during the last Congress. This has come 
about because there is no longer any question but that development of 
all the water permitted to be diverted for power purposes on the 
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American side of the Niagara River through the full head on a public 
basis is an economic necessity. It is a case where, if Niagara power 
is to serve the purposes for which it is adapted, private “redev elop- 
ment is out of the question. 

The issue before your committee is, therefore, between two bills, 
both of which open the way to issuance of the necessary license by 
the Federal Power Commission to the Power Authority of the State 
of New York for redevelopment of the American share of the power 
of the Niagara River. The issue in its simplest form is whether the 
policy under which the power is marketed shal] be determined sole ly 
by the agencies of the State of New York—and I might interpolate 
that since I have been listening to this testimony I wondered whether 
the financial interests might not be playing with fire in the attempt 
to determine that policy—with a consequent breach in the principles 
established by Congress to safeguard the interests of small consumers, 
or whether those principles of Federal power policy shall maintain. 

The fact that we are dealing with a great national as well as a State 
resource and that both bills recognize the claim of other States than 
New York to the low-cost power which Niagara redevelopment will 
provide, would seem to give us the answer. Small consumers through- 
out the States which will share power from this resource are entitled 
to the protection accorded by the safeguards provided by long-estab- 
lished Federal power policy. Only in this way can domestic — 
rural consumers served by all systems, whether privately, publicly, 
cooperatively owned, be assured of lower electric rates enabling aes 
to participate fully in the greater use of electric power in all activi- 
ties of life which the next advance in the electric power age will 
offer. 

Senator Carrotu. May I interrupt at this time, Mr. Olds? 

Mr. Oxps. Yes, sir. 

Senator Carrotu. I was reading on page 1 of your extensive ex- 
perience in this field and your statement here that the State of New 
York shall determine the policy under which the power is marketed 
or whether those principles of Federal power policy shall maintain. 

Now, does the State of New York determine the marketing policy 
under either of these bills? That is setting the price? Does the 
power vest in them ? | 

Mr. Oxps. I am not specifically referring to the setting of price 
but to the total marketing policy. I should say that S. 1037 is de- 
signed to retain in New York the general determination of the out- 
lines of marketing policy, of power police’ y, so far as the Niagara and 
St. Lawrence program is concerned; that S. 512 is designed to recog- 
nize this resource as a natural resource and to see to it that the policy 
which governs the marketing of such power throughout the country 
is maintained in connection with the marketing of Niagara power. 
That is what I had in mind. 

Senator Carroii. In your experience as a Federal Power Com- 
missioner, is there a difference, a legal difference between economic 
transmission distance and economic marketing area ? 

Mr. Oops. I think in terms of the economics of the industry tech- 
nology there is a very distinct difference, and I think that any legal 
authority that were to be responsible for interpreting the two dif- 
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ferent definitions would follow the technological or economic differ- 
ence. 

The difference is just this, it is related to a difference of purpose in 
marketing power. Under the Federal program the main purpose, is 
to see that these agencies which are essentially community enter- 
prises, the public systems and the cooperative systems under which 
communities exercise their choice as to how they shall be served by 
electricity, get low-cost power supply which is necessary to their con- 
tinuing ability to compete with these large private systems that have 
access to very large generating stations which are today able to de- 
liver very low-cost power. 

I think that the concept of economic transmission distance involves 
the distance in which power can be delivered and sold to individual 
customers for wholesale power supply on a basis which will make it 
economic for them to buy the power. 

[ think the concept of economic market area, as I think Senator 
Cotton rather well summarized it yesterday, has to do with the area 
within which the demand for power would normally absorb the 
power. It might, as I am going to point out later, actually restrict 
the power essentially to use by industry practically at the site. 

I might cite from my experience which is recorded there, in 1934, 
I think it was—1933 or 1934—-when the first treaty for develop- 
ment of the St. Lawrence project was before Congress we of the New 
York Power Authority had negotiations with the top executives of 
the Niagara Hudson at that time—now the Niagara Mohawk Power 
Corp. They made a proposition to us and indicated if we accepted it 
they could facilitate the ratification of the treaty. Their proposal 
was that they would sell all St. Lawrence power to industry at the 
site and in order to conform with the provision that domestic and 
rural consumers should be benefited, they would agree that some $10 
million which was then considered by them the saving resulting from 
public development as compared with private development would be 
spread to the domestic and rural consumers of the State of New York. 

Now, their proposal for marketing that power to industry at the 
site was essentially related to the economic market area concept— 
it is the area within whieh all the power can be readily absorbed by 
customers seeking that power. 

Of course, the effect of spreading savings of $10 million—which is 
larger than the savings they are talking about today from St. Law- 
rence power—over all of the domestic and rural consumers of New 
York would be hardly appreciable in their bills and would not be 
an encouragement for the larger use of electricity which is the real 
purpose of Federal power policy and is the real purpose, as I shall 
point out, of the policy set up in the New York Power Authority 
Act itself. 

Does that give you an answer? 

Senator Carroiy. Just one further question. 

You were chairman, I notice, of the United States-St. Lawrence 
Advisory Committee for 9 years? 

Mr. Oxups. That ts right. 

Senator Carroiti. From the testimony I have heard before this 
committee, the people in New York themselves, municipalities and 
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rural co-ops, have not been given very good treatment according to 


their testimony as a result of the power generated from that. 

Was there no protection that you could give them at that time 
or that the Federal Power Commission, by its ‘license, could give some 
protection to the people within New York’? 

Mr. Oxps. The actual license to the New York Power Authority 
for the development of St. Lawrence power didn’t come until after 
my term on the Federal Power Commission. 

Senator Kerr. It didn’t come until 2 or 3 years ago? 

Mr. Oups. That is right. 

Senator Kerr. As I understand the testimony to which the Sen- 
ator is referring, it was to show that the New York State Authority 
under the present program of development of St. Lawrence power 


is Operating in such a way as to make it difficult for the power to 


flow to the municipalities and rural electric cooperatives and going 
to what they describe and what you have ably described as the economic 
marketing area which is adjacent to the bus bar. 

Mr. Oxps. That is right. 

Senator Kerr. But the situation that they describe there and of 
which the municipalities and REA’s were complaining is one that 
has developed since the Congress passed the St. Lawrence Waterway 
authorization some 2 or 3 years ago. 

Mr. Otps. That is correct. And I can assure you, Senator, al- 
though it is sort of an ex-post-facto approach, that at least more 
serious consideration would have been given in issuing the license to 
the New York Power Authority to include the Federal preference 
in it, as was requested by the municipal plants and the cooperatives, 
if it had been considered in earlier years of the Federal Power 
Commission. 

Senator Carrott. What I had in mind, can we profit from the ex- 
perience that we have gained in the St. Lawrence project with the 
project under consideration / 

Mr. Oxps. I think we can definitely profit from it because I think 
that it is made very clear not only that the marketing of the power 
by the present power authority is not in accord with the approach 
which is inherent in Federal power policy, but also that it is not in 
accord with the policy set up in the New York Power Authority 
Act. 

Senator Carrot. Just one further question now. 

Let us assume that one of these bills goes through. There is cer- 
tain authority given to the New York Authority ¢ 

Mr. Otps. Yes. 

Senator Carrotit. What protection is there for any of the areas— 
Pennsylvania, Ohio, Vermont, Massachusetts—if they desire to par- 
ticipate? Who is the sole determining body of this under this legis- 
lation ? 

Mr. Otps. I am going to give a little different answer from what I 
think has been the answer to your similar question before. 

I think if you put the Federal preference in the bill that authorizes 
the Niagara development just as the Federal preference has always 
stood, then the local cooperatives in Pennsylvania and Ohio, the local 
municipal plants, will have a legal basis if they apply for the power 
to have the matter tested in the courts, if necessary. I think that if 
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the concept of reasonable market area is included in lieu of reason- 
able transmission distance they will have no basis because courts do 
not enter questions which seem to be technical questions as to whether 
or not it is the economic area, market area; whether or not the full 
power can be marketed within 150 miles or as the counsel, Mr. Moore, 
in answering one of your questions, I think, stated 2 days ago, even 
might be within a hundred miles. They may find that ultimately the 
hundred-mile limit is the marketing area. 

As I point out they may find out that they can market it all quite 
close to the site. 

Senator Carroti. Well, the New York State Authority has some 
authority in the matter, the Federal Power Commission has some, 
and the courts would ultimately have great authority if you kept the 
preference clause ? 

Mr. Oxps. That is correct. 

Senator Carrorti. All right, thank you. I didn’t mean to inter- 
fere with your presentation. 

Mr. Ops. America’s future requires low-cost power in abundance: 
Within the next 15 to 20 years, if rates are right, homes in the region 
will be using 20,000 kilowatt-hours of electricity a year; farms will 
be using 30,000 kilowatt-hours; and the use of electricity per man- 
hour on American industrial production lines will have more than 
doubled to 18 to 24 kilowatt-hours. That is per man-hour employed 
in industry. This will mean more leisure, more conveniences, more 
comfort, more productivity, more prosperous farming and generally 
higher tania of living. 

But, as the President’s Materials Policy Commission— the Paley 
Commission—pointed out in its report, Resources for Freedom in 
1952, this will require keeping the real cost of electricity down. And, 
as the President’s Water Resources Policy Commission—the Cooke 
Commission—pointed out in its report, A Water Policy for the 
American People in 1950, low electric rates are a matter of effective 
Federal power policy as well as technology. 

And let me note here, particularly for those interested in rural 
electrification, that as farm or residential use of electricity goes up, 
the cost of power supply to the distribution system becomes an ever- 
increasing ers of the total cost which the consumer must pay 
in his electric bill. The long-range rate study now being carried on 
by the South Dakota rural electric cooperatives has already shown 
that the proportion of power supply costs to the total will rise from 
as low as 10 percent for average use of 100 kilowatt-hours per month 
to as high as 60 percent when average use reaches 2,000 kilowatt- 
hours per month. 

Because I know that the chairman of this subcommittee and its 
other members are well informed in this whole field, I shall not 
reiterate testimony submitted during the last session of Congress 
showing that the Niagara-St. Lawrence power market area is a high- 
electric-rate area or that this appears closely related to the fact that 
it has completely lacked Federal multipurpose river-basin projects, 
including hydroelectric power marketed ant Federal power policy, 
to assure communities choosing public or cooperative electric service 
the opportunity to secure their power omals at costs comparable 
with those now available to progressive privately owned electric sys- 
tems. 
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I might interpolate there this fact which I know is in your minds, 
and that is that it is not simply the cost to existing municipal and 
rural electric cooperative systems that determines the effectiveness of 
Federal power policy, it is also the opportunity which such systems— 
of which comunities have—if they chose, other communities, not now 
on a public or cooperative basis, it is the assurance of the opportunity 
of such communities to obtain a low-cost power supply that really 
constitutes the e{Tective economy on rates to domestic and rural con- 
sumers. 

Senator Kerr. That is what makes the yardstick effective. 

Mr. Otps. That is what makes the yardstick effective and that is 
why any serious limitation on the power available under the prefer- 
ence provision to the needs of existing public and cooperative systems 
might have a very deleterious effect on that kind of public compe- 
tition which brings low rates to the residential and farm consumers 
served by the private companies themselves. That is the real objec- 
tive of this policy. 

My testimony is designed to emphasize briefly five principal rea- 
sons why the Ives-Javits bill, S. 1037, does not meet the requirements 
of the public interest in one of the outst inding hydroelectric power 
resources of the world. These reasons may be summarized briefly as 
follows: 

Niagara is a national resource which should be under Federal 
power policy. S. 1037 is based on the mistaken theory that the Niag- 
ara power resource is essentially a State resource and that therefore 
State rather than Federal power policy should prevail. Nothing 
could be further from the case. The power resources of the outflow 
of the Great Lakes Basin are given their great value chiefly by the 
enormous storage reservoirs provided in Lakes Superior, Michigan, 
and Huron, with Lakes Erie and Ontario serving as forebays, as they 
call it in power technology, for the Niagara and St. Lawrence poten- 
tial power developments, respectively. "This gives the resource a na- 
tional character qiute aside from the fact that the Niagara River is 
both a navigable and an international boundary stream. 

The fact that at the Niagara and St. Lawrence sites in New York 
State the people of this country can get about 3 million kilowatts of 
hydroelectric capacity, capable of producing about 20 billion kilowatt- 
hours annually of low-cost high-load-factor electric energy, is almost 
wholly because these God-given storage reservoirs even out seasonal 
and annual variations in rainfall, and so provide a high degree of 
regulation in the flows of the Niagara and St. Lawrence Rivers. 

Senator Kerr. Is it not a fact that those Lakes, all of them except 
Lake Michigan, themselves are international waters? The fact con- 
tributing further to the basis of your conclusion / 

Mr. Oups. You are right, Mr. Chairman; very much so, It is a 

very important factor. 

Thus the range between maximum and minimum flows of the 
outflow of the Great Lakes is some thing like 1.7 to 1, as compared with 
a range of 27.7 to 1 between maximum and minimum flows of the 
Columbia River in its undeveloped state, and 36.4 to 1 for the Colo- 
rado River. In other words, where full use of the great hydro re- 
sources of the Columbia River basin requires man to construct such 
great storage reservoirs as Grand Coulee, Hells Canvon, Hungry 
Horse, Nez Perce, Paradise, Libbey, et cetera, providing some 27 
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million acre-feet of storage, such huge investment is not necessary to 
assure full use of the Niaga ‘a and St. Lawrence power resources. 

Compare this 27 million acre-feet of storage, which is the Corps of 
Engineers’ objective in the Colorado River B: asin, with the fact that 
the water stor age effect of 4 feet of change in the elevation of the 
Great Lakes provides an aggregate of 240 million acre-feet of storage 
without cost, equivalent to 1.6 years’ flow of 200,000 cubic feet per 
second at the Niagara River. 

I might here just briefly refer to the fact that Major Garrett of the 
United States C orps of Engineers in his testimony in 1956, House 
hearings, concerning the potential of development. here at Niagara 
indie: ited that with gates storing water in Lake Erie to the extent of 
only 4 inches’ fluctuation in the level of Lake Erie would make possi- 
ble the lifting of the capacity of this proposed Niagara development to 
2,500,000 kilowatts. 

In a sense if this is treated solely as a State resource the people 
of the country would tend to lose the adv antages of Lake Erie as essen- 
tially a forebay, as they call it in power tec hnology, of this Niagara 
development. 

Senator Carroiu. Is there a forebay contemplated within the plans 
of the New York Authority? Do they plan to elevate the waters? 

Mr. Otps. Their plans today are limited to a development which 
would not put gates at the outflow of Lake Erie in order to produce 
this 4-inch fluctuation effect which would enable the dev elopment to 
carry at least 2,500,009 kilowatts of power. 

This explains why the discharge of the Niagara River has varied 
between the narrow limits of 127.000 and 256,000 cubic feet per second, 
while the range in the case of the Columbia River has been from 
42,000 to 1,160,000 cubic feet per second. 

Thus, it is clear that the Great Lakes storage reservoirs, closely 
associated with the Great Lakes States, are as esential a part of the 
unique Niagara and St. Lawrence hydroelectric resources as the fact 
that the fall lines, so far as the United States is concerned, are located 
on the international border in New York State. 

Under these circumstances, it seems clear that Congressional au- 
thorization for issuance of a Federal Power Commission license for 
State development of the Niagara power resource should establish as 
a condition acceptance of the principles of power policy which would 
apply to the marketing of the power if the full redevelopment of 
Niagara were undert: tken by the United States Corps of Engineers. 
These principles are embodied in section 5 of the 1944 Flood Control 
Act. §. 512, the Clark bill, conforms with this requirement. S. 1037, 
the Ives bill, does not. 

Analysis reveals no conflict between Federal and State policy: 
S. 1037 is based on the mistaken theory that there is some conflict 
between Federal power policy, particul: ily the preference provision, 
and the policy embodied in the New York Power Authority Act of 
1931. The fact is that, following amendment of the State act to 
authorize the authority to build transmission lines, the two policies 
are only slightly different embodiments of the same policy, which is 
designed to provide domestic and rural consumers of electricity with 
the same bargaining power in securing low electric rates as large 
industries have long enjoyed. 
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Such equal bargaining power can be provided only by assuring 
communities choosing public or cooperative electric service full op- 
portunity to obtain the low-cost wholesale power suply they require 
from such projects as the proposed Niagara redevelopment. The 
Federal preference provision is a means to this end. It includes pro- 
vision for withdrawal on reasonable notice of power sold to privately 
owned systems operated for profit when required to meet the needs of 
public or cooperative systems. 

In this connection it is interesting to note that Senator Jacob K. 
Javits, as Attorney General of New York State, in a statement to 
the Chairman of the Senate and House Public Works Committees on 
S. 1823, 84th Congress, 2d session—the Lehman bill—submitted sug- 
gested amendments. These included: 

(1) The licensee shall make available a reasonable portion of the power out- 
put available, giving full consideration to the policy to benefit particularly the 
domestic and rural consumers to whom the power can economically be made 
available, to municipalities, to other political subdivisions of the State of New 
York, to organizations not organized or administered for profit but primarily 
for the purpose of supplying electric energy to their members as nearly as 
possible at cost, and to defense agencies of the United States now or hereafter 
authorized by law to engage in the distribution of electrical energy within the 
economic market area. 


and No. (4) in his list of points: 

(4) Contracts for the sale of power output to utility companies organized and 
administered for profit shall contain suitable provisions for the withdrawal upon 
reasonable notice and fair terms of enough power from time to time so that 
municipalities, other political subdivisions of the State, nonprofit organizations, 
and defense agencies of the United States now or hereafter authorized to engage 
in the distribution of electrical energy within the economic market area may 
secure a reasonable share of the power output as provided in paragraph (1) 
above, 

It is interesting that the second of these suggestions, numbered 
(4), and which now, as I understand it, he has attempted by a sug- 
gested amendment to take care of, does not appear in S. 1037, the 
bill which he is now cosponsoring with Senator Ives. I understand 
that he has since made some kind of an attempt to make provision 
for that second proposal. 

Careful analysis of the marketing provisions of the New York 
Power Authority Act in the light of the report of the St. Lawrence 
Power Development Commission, on the basis of which the act was 
originally drafted, shows the intent of the act to be practically identi- 
cal with that of Federal marketing policy, as expressed in section 
2 (b) of the Clark bill, S. 512. The objective of affording small con- 
sumers of electricity, particularly domestic and rural consumers, the 

same bargaining power as large industries now enjoy is the same in 
both cases. And the purpose ‘of both is to assure marketing of the 
power in such a way as to bring the lowest possible electric rates to all 
small consumers within the range of the project’s influence. 

It should be added that the only difficulty Attorney General ro 
contemplated i in connection with the preference provision of S. 1823, 
which is now S. 512, was that “it would require allocations of ee? 
to consumers to whom the power might not be capable of being made 
wtvailable economically.” This is, of course, an unreal obstacle because 
it would not be in the interest of a municipal or rural cooperative 
electric system to obtain power from this source unless it could be made 
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available economically. Furthermore, Federal agencies have experi- 
enced no such difficulty in marketing power from Federal projects. 

In that connection I would like to interpolate the fact that in terms 
of marketing such power area, wide power supply rates are essential 
and are economically sound. The whole electrical industry is based 
on rates which are not charges for the delivery of power to nearby 
customers at a lower rate than delivery of power to more remote 
customers in a given electric distribution system. Increasingly, very 
large systems are making uniform rates for their entire systems, 
irrespective of how near the consumer happens to be to where the 
power is generated. ‘That is essential of Federal policy, the uniform 

rate of a great transmission system, or if it is handled on a wheeling 
basis, still a uniform rate delivered to the preference customers. 

The Power Authority Act was enacted substantially as drafted by 
the St. Lawrence Power Development Commission, a temporary body 

reated by the 1930 New York Legislature to recommend a plan for 
use of these water-power resources. Some conception of the intent of 
the provisions analyzed above can, therefore, be obtained from the 
commission’s report. 

The Commission raises the question : 


What classes of consumers should be the beneficiaries of the low-cost power? 
It rephrases the question more specifically, asking : 
Should all of them enjoy a pro rata reduction in their electric bills, or should 
the benefits of the low-cost power be concentrated as far as possible on the 
small customers? 
The Commission answers unequivocally : 


Your Commission is firmly convinced that the latter policy is the proper one, 
and that all effort should be made to secure the maximum possible reduction in 
rates to domestic and small commercial users. 

The Commission explains that “industrial power users enjoy a 
strategic position not possessed by small consumers, which gives them 
the power to bargain for low rates even though the public utility 
company that serves them should try its best to secure the maximum 
profits from this business.” 

The Commission points out that— 
the bargaining power of industrial users lies partly in their ability to produce 
their own power at low cost; partly in their readiness to relocate their plants 
in communities where they can get low-cost power; and partly in the fact that 
certain of the largest power-using industries, like the electro-metallurgical in- 
dustries, simply would not be able to carry on their business if they could not 
secure their current at extremely low wholesale rates. 

The Commission adds that— 


small consumers of electricity throughout the State are in a very different posi- 
tion. 


It continues: 


Not being in a position to protect themselves by the exercise of their bargain- 
ing power, they require the protection of their Government in the enjoyment of 
services at the lowest possible rates. 

The Power Authority Act policy was specifically designed to sup- 
plement utility regulation by giving small consumers the same bar- 
gaining position in dealing with privately owned power companies 
which are enjoyed by big industrial consumers. 


91898—57—— 21 








318 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


This policy was implemented, among other ways, by assuring small 
consumers an economical alternative to dependence upon private 
monopoly for their electric service. This involved assurance of low- 
cost power supply to municipalities and other political subdivisions of 
the State “now”—and I want to emphasize this—‘“or her after au- 
thorized by law to engage in the distribution of electric power. 

It is important to note the words “or hereafter” in this provision 
for implementing the policy of the Power Authority Act through pro- 
viding power supply for nonprofit systems. The inclusion of those 
words clearly indicates that if the purposes of the New York statute 
are to be achieved, the marketing of power must protect the future 
opportunity for such public distribution systems to call for Niagara 
and I will include St. Lawrence power in amounts that are reasonable 
in terms of the needs of such systems. 

The preference provision ‘of Federal power marketing policy, as 
embodied in S. 512, the Clark bill, is not in conflict with this provision 
of the Power Authority Act. On the contrary, it supplements the 
provision. And Attorney General Javits in his statement recognized 
that this provision of the Power Authority Act requires that contracts 
for sale of any Niagara power to privately owned power systems 
should include provisions for recapture of such power on reasonable 
notice to the extent needed to meet future obligations to nonprofit 
systems. 

This involves no discrimination against privately owned electric 
sg because they have the modern opportunity, singly or in combi 

iation, to construct huge, efficient power stations, interconnected over 
wai areas, to assure themselves ample supplies of low-cost power. In 
fact, until we have carried Federal power policy a step forward, to 
require regional power supply grids, however owned, to assume utility 
responsibility for assuring all electric systems in the region low-cost 
power supply in abundance, the preference provision of Federal power 
policy will be necessary to place small public and cooperative systems 
on a basis of equality with private systems in terms of the all-important 
matter of power supply. 

No sound basis for limited “economic market area” concept: S. 1037 
by its section 3 (f), would enable the Power Authority of a. St: ate 
of New York, with congressional sanction, to restrict the rural electric 
cooperatives and munic cipal systems, afforded an opportunity to pur 
chase wholesale power supply from the Niagara rede ve nw project, 
to those within “the project’s economic market area. already in 
terpreted by the power authority, this would mean within a radius 
of about 150 miles. 

This concept of “the project’s economic market area” is wholly alien 
to the purpose of public development of these great power resources 
and, in fact, to modern regional power supply programs of the pri 
vately owned power systems. Carried to its logical conclusion, it 
would devote all the power from both St. Lawrence and Niagara devel 
opments to the development of high load factor electro-process indus 
trial complexes close to the sites. 

Actually, if you look back over the development of the power indus 
try, you find that economic market area concept actually kept farmers 
in this country from getting electricity until the REA came along and 
changed the concept. 
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Down to the time when the REA came along and changed the con- 
cept, 10 percent of the farmers—just a little over 10 percent—were 
all that got electricity because of this economic market area concept. 

The approach more nearly designed to service the public purpose 
behind public redevelopment of Niagara power would make this power 
available to meet the present and future needs of rural electric cooper- 
ative and public electric systems “within economic transmission dis- 
tance of the project.” This would at least double the radius within 
which such nonprofit systems could benefit. And it is fully justified 
in terms of modern high tension transmission costs. With public 
transmission, the cost of transmitting power 300 miles should not ex- 
ceed 2.35 mills per kilowatt-hour at 60 percent load factor and 1.83 
mills per kilowatt-hour at 80 percent load factor. With this alterna- 
tive open, favorable arrangements should be possible for transmission 
of the power 300 miles over the lines of private systems on an incre- 
mental cost basis for from 2.25 mills to 3 mills per kilowatt-hour. 

And I would like to interpolate there, that if you accept what is 
the typical basis for the sale of power in big private power systems 
today, namely, that the average cost would be available to all, whether 
they were within 100 or 300 miles, you can cut those figures approxi- 
mately in half to determine what transmission costs should be added 
to the cost of generating Niagara power to get it to rural and munici- 
pal electric systems. 

Furthermore, in planning for the future, the other great potential 
water powers of the region’s rivers should not be overlooked—power 
from the Ohio, the Susquehanna, the Delaware, and the Potomac 
River Basins to the south and west, and from the New England streams 
to the east, are certainly to be considered as in the picture. 

Integration of the power of these basins with that which the New 
York Power Author ity will develop in the Niagara and St. Lawrence 
Rivers could make a great contribution to the region’s well-being and 
eliminate entirely unnecessary restriction of the area within which 
rural electric cooperatives and municipal systems can secure the bene- 
fits of low-cost power supply. 


NIAGARA MOHAWK POWER CORP. SHOULD NOT BENEFIT FROM ROCKSLIDE 


. 1087 would give the Niagara Mohawk Power Corp. a wholly un- 
varranted best of the bargain in its provisions covering liquidation 
of the old project 16 license which, since its Schoellkopf powerplant 
fell into the river, covers nothing that could even remotely qualify 
as best adapted to the use of the resource. Nor should it be forgotten 
that the license itself expires in 1971, at which time the Federal Gov- 
ernment may take over the project on payment of the licensee’s net in- 
vestment, not to exceed the fair value of the property taken, plus 
reasonable damages, if any, caused by severance. And the right of 
the Federal Government or the State of New York to take over the 
project at any time by condemnation, upon payment of just compen- 
sation, is e xpressly reserved by the Federal Power Act. 

Essentially, the terms which Congress would sanction under S. 1037 
would give the company the equiv: alent of a 20- year extension of its 
license, including the additional w: ater’s diverted since 1940 at the will 
of the Federal Power Commission, in exchange for surrender of its 
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license. And the findings in section 1 of S. 1037 are designed to sup- 
port this generous offer. 

Mr. Radin in testifying has already called your attention to the 
fact that the chairman of the New Yor k Power Authority indicated 
in the 1956 hearings that the power authority could work out its 
problems all right 

Senator Kerr. Could live under an act similar to the Clark bill? 

Mr. Otps. Could live under an act similar to the Clark bill. 

Senator Kerr. Yes. 

Mr. Ops. Analysis of facts showing the relative inefficiency of 
much of the project, even before its destruction, as well as the present 
condition of what remains, indicates that the licensee’s claims should 
be distinctly limited. 

Thus, for years the Schoellkopf station had a contract under which 
it furnished the Aluminum Company of America with 52,000 mechan- 
ical horsepower at very low cost, approximately $10 per horsepower- 
year, for operation of that company’s direct current generators. Yet, 
the five generator units dedicated to Alcoa were so inefficient that the 
entire plant could actually produce 36 million more kilowatt-hours 
per year when they were shut down than When they were operating. 

Actually, the efficiency of the Aluminum Co,’s direct-current gener- 
ators was only 80 percent as compared with over 90 percent for the 
more modern sections of the station, representing a waste of as much 
as 2.6 kilowatts per cubic foot of water per second, as compared with 
the most efficient units. 

Furthermore, the power company’s contract with Alcoa apparently 
violated section 10 (b) of the Federal Power Act, the antimonopoly 
section which is a mandatory condition of all licenses. It contained 
a provision under which the licensee agreed not to sell Niagara 
power to any other company for the manufacture of aluminum. 

The fact is that a considerable portion of the project 16 develop- 
ment should be well along toward retirement. Station 1 of the 
Adams plant was constructed between 1890 and 1900; and station 2 
between 1900 and 1904. Stations 3a and 3b of the Schoellkopf sta- 
tion were constructed between 1904 and 1920. Station 3c, the most 
efficient of the group, was completed in 1924, or more than 30 years 
ago. Thus, project 16 is not in reality a new, efficient development, 
constructed after the issuance of the license, but rather, an addition 
to an already constructed project. Little consideration was given 
to using the full power head available or even to the most efficient 
use of the water available through the 215-foot head associated 
with the present Schoellkopf station. 

In this connection, it should be noted that the Niagara diversion 
was brought to the Schoellkopf station in an unlined canal which 
could not be unwatered for inspection to determine whether this had 
opened the way to any dangerous leakage or seepage. In other 
words, the company constructed no gates at the intake of the canal. 
This became very apparent after the rockslide destroyed two-thirds 
of the project, for the company could not shut off the flow of water 
through the remaining part of the powerhouse until it had coffer 
dammed the intake from the Niagara River above the falls. 

Such evidence raises a serious question as to whether the licensee, 
Niagara Mohawk, could sustain the burden of proof that it had lived 
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up to the requirements of section 10 (c) of the Federal Power Act, 
a mandatory provision of its license, that it— 

shall maintain the project works in a condition of repair adequate * * * for 
the efficient operation of said works in the development and transmission of 
power. 

It may be noted that the proposed redevelopment project, accord- 
ing to the Federal Power Commission report, will have concrete- 
lined canals or tunnels as well as gates at the intake from the Niagara 
River above the falls. This will not only protect against the dan- 
gers of seepage but also make possible unwatering of the waterways 
for periodic inspections to determine whether all is well. 


IMPORTANCE OF LOW-COST POWER FOR EXISTING ELECTRO-PROCESS 
INDUSTRIES IN NIAGARA AREA 


S. 1037 does not adequately safeguard the public interest in con- 
tinuing to meet the power requirements of the vital high load fac- 
tor electro-process industries which originally located in the area in 
which low-cost hydroelectric power was available. Evidence in the 
Federal Power Commission’s 1939 hearings indicated that the proj- 
ect 16 Niagara power development was dedicated primarily to sup- 
plyi ing these industries. It showed, in fact, that in 1937 a group of 
16 such industrial customers rece a ‘05 percent of the power gen- 
erated under the license. It was these industries, more than Niagara 
Mohawk Power Co. itself, that were seriously affected by the de- 
struction of a major part of the Schoellkopf station. 

This suggests that any congressional action which contemplates 
surrender of the project 16 license in return for an allotment of re- 
development power equivalent to that generated prior to June 7, 
1956, should require that such allotment of power be definitely ear- 
marked for delivery to these Niagara Falls area electro-process indus- 
tries, in approximately the same proportion as they were receiving 
project 16 power prior to the rockshde. 


S. 512 IS ENTIRELY CONSISTENT WITH FEDERAL POWER POLICY 


I have dealt at some length with S. 1037 because, in attempting to 
broaden the scope of congressional action beyond that required by the 
Senate reservation to the 1950 Niagara treaty, to take account. of the 
destruction of a major portion of project 16, as well as in its failure 
to include an unequivocal preference for public and cooperative elec- 
tric systems, it tends to weaken rather than support Federal power 
policy governing such power developments. And that policy has con- 
tributed too importantly to assuring lower electric rates and more 
rogressive power company management throughout the country, to 
¢¢ diluted in connection with such an outstanding natural resource. 

In dealing with the present project 16 emergency situation, the bill 
necessarily proceeds by indirection, in that, unless Congress should 
consider exercising its right to condemn the project, the present. basis 
for affirmative action involves only the additional Niagara water made 
available for power development in the United States by the 1950 
treaty with Canada. Additional water means that over and above 
the 20,000 cubic feet per second made available by the 1909 Boundary 
Waters Treaty. 
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S. 512 is a simpler bill, in that it is limited to authorizing with 
certain conditions the Federal Power Commission to issue a license 
to the Power Authority of the State of New York for full develop- 
ment of the additional Niagara power diversion made available to 
the United States under the 1950 tre aty. Its objective is simply to 
earry out the intent of the reservation which the Senate attached to 

-atification of that treaty. It leaves the working out of any surrender 
of such rights as the Niagara Mohawk Power Corp. may have as 
licensee for project 16 to agreement between the power authority and 
the company subject to approval by the Federal Power Commission. 

For the accomplishment of the single purpose of providing for early 
development of the additional Niagara power made available by the 
1950 treaty, it is a sound bill. It is wholly in accord with the intent 
of the New York Power Authority Act and entirely consistent with 
the essential principles of Federal power policy. Because it includes 
the requirement that, in marketing the power, a preference be given 
to public and cooperative electric systems, it would unquestionably 
assure much greater rate reductions to domestic and rural consumers 
throughout the region, whether served by private, pub lic, or coopera- 
tive electric systems, than would result under S. 1037. And it would 
not stand in the way of reasonable sales of power to industry. It is 
thoroughly consistent with the public interest. 

If the committee considers it desirable for Congress to deal with 
the situation created by the destruction of the project 16, requiring 
as it does, decisions as to conditions which should govern future use 
of project 16 water, it would better serve the public interest to include 
the necessary amendments in S. 512 rather than to attempt to safe- 
guard the interests of domestic i rural consumers by writing the 
preference provisions into S. 1037. I have indicated why this is so 
in the main body of my present: ton, 

It is urgent that a bill be enacted by this Congress to permit an 
early start in the redevelopment of Niagara power. It is essential that 
the redevelopment be an overall development of all the water available 
to the United States by the Power Authority of the State of New 
York. But the urgency is not such as to warrant sacrifice of basic 
principles of Federal policy. Preservation of these principles in con- 
nection with State development of Niagara power will not only 
enable this great resource to render its highest possible service to the 
region but also slow down a nationwide effort to undermine those prin- 
ciples to serve the ultimate purposes of private power monopoly. 

Since it is now generally accepted that prompt New York Power 
Authority development of the United States share of Niagara power 
is an economic must there would seem little justification for the claim 
that any sacrifice of these principles is necessary to secure early 
action. 

I would like to add as a result of my listening to the testimony that 
has been given in the Jast 3 days and ‘the questions th: it have been 
asked, a few further remarks, particularly with reference to the 
question of whether this proposed redevelopment of Niagara can 
be financed with revenue bonds if the full Federal preference is in- 
cluded in the conditions which must be attached to the license. 

I refer specifically to eee which I think Senator Carroll 
very much interested in, whether or not if the full preference pro- 
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visions are included it will serve as an obstacle to the necessary financing 
of the project under the present Federal Power Act. 

I would like to make my testimony the most affirmative statement 
I can make that the inclusion of the preference provision as it is now 
a part of the bill which Senator Clark and other Senators have intro- 
duced, S. 512, would in no way interfere with the financing of the 
project under the present prov isions of the New York Power Author ity 
Act, and I have nine reasons why I want to state that is true, what 
establishes this condition. 

In the first place, the big insurance companies are eager for the 
opportunity to invest their funds which roll in in enormous quantities 
in an absolutely guilt-edged opportunity such as this development 
provides. An opportunity which involves one of the best power re- 
sources and most naturally God-given power resources we have on this 
continent. 

And furthermore, I want to point out in that connection that the 
New York Power Authority financing as shown in connection with 
their financing of the proposed St. Lawrence development, is based 
on a 140 percent coverage of the requirement of the bonds until they 
have built up a reserve which will take full care of interest payments 
if there should be any lag due to any marketing problems in the con- 
tinued marketing part, which I think is absolutely unthinkable, that 
there should be such a |: ag, but in any case, these bonds that are being 
issued by the New York “Power Authority include, until a reserve is 
built up, that 140 percent coverage to create a reserve for complete 
protection of the bondholders. 

In the second place, the financial world knows perfectly well that 
preference or no preference, this kind of power 1s going to have a 
continuous market and in order to indicate it they only have to look 
at what has happened wherever Federal power has been available. 

Probably both of you will recall that one of the arguments the TVA 
and its program of development, one of the arguments against the 
Bonneville Administration and the development of Bonneville and 
Grand Coulee, and so forth, by the Corps of Engineers and the Bureau 
of Reclamation, was that there would be no market for the power, 
and yet those two regions have had the greatest growth in power mar- 
ket of any part of the country, so great a growth in the case of TVA 
that they now have had to build more steam capacity than all the 
hydro they got out of the Tennessee River. 

The experience m: akes 1 it absolutely clear that this kind of power is 
going to have a market and that the preference provision which was 
in both the Bonneville and the TVA Acts does not provide an obstacle. 

In the third place, I ask you this question, you have heard a great 
deal of testim« my as to the urgency of going forward with this devel- 
opment since the falling into the river of the Se seypcoe station. I 
think you will agree with me that the financiers, the finance groups 
that underwrite such projects are not going to put themselves in a 
position of holding up even for a year the development of America’s 
share of Niagara power which is so absolutely necessary to this com- 
pletion of electrometallurgical and electrochemical industries in the 
Niagara area. They have told you how urgent that is. 

In the fourth place, I von like to point out that if they did take 
the position that where a State gets the op portunity to develop float- 
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ing revenue bonds because they didn’t like a condition that is involved 
in Federal policy, they were going to make impossible the financing 
of the project. I think they would be making the greatest possible 
argument for Federal development or for the uses of credit of the 
State of New York or the Federal Government to see that this project 
went forward. 

I think in this connection I mark out the fifth point that the able 
representative of the Rochester Gas & Electric Co. told you yesterday 
that bankers are apt to play a little tough when they get to bargaining 
over the question of issuance of securities. I always thought that 
that toughness could be dealt with. 

In the sixth place, my experience with enforcement of competitive 
bidding for private company bonds at the time I was a member of 
the Federal Power Commission indicates that their opposition 
crumbles when the Federal Government speaks. 

I could tell you of the case of one power company, an important 
power company in this country, which came in with the Chase National 
Bank representative sitting with him to urge that he Commission 
relax its competitive- bidding provision for this partic ular case; that 
they had a finance arrangement all worked out with the insurance 
companies to take the bonds at a fair rate, and that they just could 
not think of going to competitive bidding. 

The Federal Power Commission after considering the matter de- 
cided that the competitive-bidding provision was sound and would 
work well in this case and ordered it. The bonds were sold at a 
somewhat lower interest rate than the group that had previously 
offered under the arrangement that had been made by negotiation, 
and we had expressed later the gratitude of the chief executive and 
the general counsel of that company because we had insisted on com- 
petitive bidding; they thought it was a healthy thing because it 
tested the market: tbility of their financial issues. 

When the Federal Government says that the provision is important 
to protect the public interest you are not going to have the bankers 
blocking it. 

In the seventh place, I do not think that the financiers who are re- 
sponsible, who are offered the opportunity to finance this proposition, 
this gilt-edged proposition, are going to let the issue be drawn as to 
which is bigger, the Federal Government or the New York financial 
complex. I do not think that they want the issue put straight to the 
public on that basis. I think that there will be no question to 
handling the financing even if the full-preference provision of Federal 
power polic vy is made a condition of the licens sing of this project. 

In the eighth place, they know that the State of New York is 
morally committed to support these bonds if any problem arises and 
that it would back the power authority with the State’s credit if 
necessary to maintain the integrity of a great State institution. 

In the ninth place, I don’t think they want to start a movement by 
denying this absolutely necessary project for more public ownership. 

And fin: lly, I have watched this situation for years, closely asso- 
ciated with it, with the power authority from 1931 on, with the Federal 
Power Commission in the 10 years 1939 to 1949; my first interest was 
kindled when J. D. Ross, the very able superintendent of the Seattle 
Public Power System, first went to Wall Street to try to get financing 
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which at that time curiously enough was denied by Secretary Ickes 
as head of the Public Works Administration at that time, and got his 
financing. 

There are financial groups in the total American financial world 
that are somewhat independent of the financial groups that might 
as a policy matter join with the power industry in attempting to block 
the financing of a project with the full preference. I don’t think 
there is any possibility of that happening, but if they did, I am sure 
that the financial groups that played a part in financing the great 
Skagit development of the Seattle City Light and other public power 
projects, the groups that are related at times to what Mr. Walter von 
Tresckow has been doing in terms of the financing of the Memphis 
public plant, of the city of Burlington public plant, there are inde- 
pendent sources for the financing of these undertakings which would 
come into the picture and would make sure that no monopolistic group 
in the financial world would block the undertaking of a so needed and 
so bankable, if you will, so financeable a project as the premier hydro- 
electric power resource of the United States. 

I would like to say just one other thing in an added word. 

I think it was Mr. Gatchell, the General Counsel of the Federal 
Power Commission, that testified on the first day, I think, at the re- 
quest of the Commission—he was called into making some kind of a 
statement, as to the possibility or likelihood that the existing Niagara 
Mohawk Power Corp. which is the successor of the Niagara Falls 
Power Co., would be able to continue to operate after 1971. 

I have not had the opportunity to read his testimony but I would 
like to make some comments on what the Federal Power Commission 
has done in connection with the additional diversion over and above 
the 19,725 cubic feet a second of water which now represents the allow- 
able diversion on a license basis under project 16 license. 

The Federal Power Commission after considerable testimony both 
by the New York State Power Authority and its own staff, issued a 
permit to the Niagara Falls Power Co., the predecessor of the Niagara 
Mohawk, for the use of the additional 275 cubic feet a second of water 
which down to this permit has been a diversion which was permitted 
to the city of Lockport. 

The Federal Power Commission in deciding that case—the case was 
initially begun under usual Federal Power Commission auspices by 
an application from the company, but the New York Power Authority 
entered the case as an intervenor and strongly urged denial. 

The Federal Power Commission in its findings in part said: 

(2) The company has not shown that amendment of the license for project 
No. 16 to authorize diversion and use of the 275 cubie feet per second in question 
would be in the public interest or that such diversion and use through its existing 
facilities would be best adapted through a comprehensive plan for developing 
the Niagara River or best adapted to a comprehensive plan for improvement and 
utilization of water power development of the water power resources of the 
region. 

(3) The application filed by the company for amendment of the license for 
project No. 16 to authorize diversion and use of the 275 cubic feet a second 
in question should be dismissed. 


Orr 


(4) Continued temporary diversion and use of the 275 cubic feet a second 
in question by the company through its existing facilities in project No. 16 
should be authorized until issuance of a license authorizing other diversion 
or use of said 275 cubie feet a second or until other circumstances justify 
termination of such temporary authorization. 
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The Commission finally ordered— 


That the Niagara Falls Tower Co. is hereby authorized temporarily to continue 
to divert and use said 275 cubic feet a second of water under the same terms, 
conditions, restrictions, and provisions as presently carried in the amended 
license for project 16 authorizing diversion and use of 19,725 cubic feet a second: 
Provide, That this temporary authorization should terminate upon further 
order of the Commission or upon the issuance of a license otherwise authorizing 
the diversion and use of the said 275 cubic feet a second. 

The Commission subsequent to the termination of my term on the 
Federal Power Commisison, issued an order transferring the licensee 
which had previously been held in the name of the Niagara Falls 
Power Co. to Niagara Mohawk for the use of the entire 19,725 cubic 
feet a second, and it made it perfectly clear that in transferring that 
license the additional water, including an additional emergency grant 
of use of water during World War II of 12,500 cubic or a second, 
was only authorized temporarily, and the reason for its being only 
authorized temporarily was because of the antic seiidided of the Com- 
mission either that the State would go forward with the development 
of this additional water or that with the termination of the license 
there was a prospect of the new license being issued, not 7 the Niagara 
Mohawk interest but to some agency like the State of New York, 
which would undertake the public development of io entire water 
allowable under the treaty with Canada through the full head to 
develop this power that we are talking about today. 

Thank you, Mr. Chairman. 

Senator Carrouy (presiding). Thank you, Mr. Olds. 

There are only a few questions that I want to ask you. 

Do you have S. 1037 before you 

Mr. O1ps. Yes, sir. 

Senator Carrott. On page 12 of your testimony you state, and I 
quote : 

If the committee considers it desirable for Congress to deal with the situation 
created by the destruction of the project 16— 





I will leave out a few words and I continue to quote 
it would better serve the public interest to include the necessary amendments 
to 8S. 512. 

I will close my quote on that. 

Now, referring to S. 1037, is it your thought that we include section 
1 of S. 1037; incorporate it into S. 512% 

Mr. Oxtps. No, Mr. Chairman. I think that the section 1 is what 
is called in the law a tendential statement. In other words, the 
phraseology of section 1 is the design to support the purpose of 
the entire bill, and I think section 1 in order to take into account all 
the conditions involved at Niagara today should be somewhat re- 
written. 

Senator Carroti. What about on page 4, then, and subsection (c) 
of section 3, the conditions of the license ¢ 

That has to do with project 16, these references to project 16 to 
which you have referred; that is what I have reference to. 

Mr. Otps. Yes; I think that the final bill approved by Congress, 
if it is going to take into account—and I think it would probably 
be wise to take into account—what has h: appened to the Schoellkopf 
station and include a settlement of the entire problem at Niagara 
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in one sweep, I think that a provision, enabling the existing license 
for project 16 to use the power equivalent to the diversion which it is 
presently authorized to use certainly until the expiration of the exist- 
ing license, would be a reasonable provision in the public interest. 

Senator Carrout. You will note on page 4, in line 20, the discussion 
of 445,000 kilowatt-hours of power which is equivalent to the amount 
produced by project 16 prior to June 7, 1956. 

Mr. Oxps. Yes, sir. 

Senator Carrott. It is my recollection from the testimony that 
the New York authority contemplates allocating that block of power 
to Niagara Mohawk. 

Mr. Ops. I think that it would be important to determine in gen- 
eral in a somewhat different way the terms of congressional consent 
of that allocation. I think that 445,000, however, provided that there 
is in the bill a specific condition requiring that the power now used 
by the group of essential high load factor industries substantially 
as represented in the testimony on the part of the chairman of a group 
of those industries be available, that the answer would be that such 
an allotment to the industries would be a reasonable provision of the 
act. 

Senator Carrott. What I had reference to is whether we should 
attempt to set out in general terms recognizing the emergency that. 
exists as a result of the rockslide and their le aving, recognizing it 
in general terms rather than trying for Congress to make specific 
allocations, or whether we should leave that to the Federal Power 
Commission. 

Mr. Oups. My view of the thing is that Congress should in au- 
thorizing, making possible, this full comprehensive development of 
the Niagara resource based on the water that is available under all 
treaties now, should be quite specific in limiting any exemption from 
the pre ference provision to a specified amount representing essen- 
tially what the Niagara Mohawk’s present. use of water is. 

In other words, J do not think that the exemptions from the prefer- 
ence provision of Federal Power policy should be left to the general 
interpretation of the New York Power Authority. 

I think it has indicated too clearly its willingness to even violate 
the purpose of its own act in allotment of power to industry to 
be allowed to make its own determinations as to the amount of power 
that should be used to safeguard what is now being diverted. 

Senator Carrot. In other words, if there is an exemption it should 
be set out specifically ¢ 

Mr. Otps. That is correct. 

Senator Carrotn. And the standards made definite and clear? 

Mr. Oups. That is correct. Yes, sir. 

I might say that there are several possibilities that have come to 
light as a result of the interpretation which the New York Power 
Authority has put on the marketing provisions of its own act in con- 
nection with the marketing of St. Lawrence power which easts grave 
doubt on whether they are even willing to live up to the intention of 
their own act in the matter of making sure that the major beneficiaries 
shall be residential and rural consumers, or domestic and rural con- 
sumers, as the act actually reads. So, I think Congress ought to 
be as specific as possible and should limit any exemption from the 
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general provisions of the preference in Federal power policy to a 
specific amount related to the amount that would be still available 
to the Niagara Falls Power Co. during the balance of its license 
which expires in 1971. 

Senator Carroiu. I would like to have you understand, Mr. Olds, 
that if I had the power to cast my vote to make the deciding factor 
1 would make this a Federal power project. 

From the testimony today the importance of this great hydroelectric 
project, I think it ought to be, but that is not before us, and evidently 
it has been kicked around for 6 = 7 years and now we are confronted 
with a problem here of giving New York State the authority per- 
haps—well, say the responsibility—of going forward with this huge 
project, and I am speaking only for myself. 

It is also clear to me that the State of New York really does not 
believe that the benefits or the water rights belong to anybody else 
but New York and that is why they are contesting in court. That 
contest. fails. Nevertheless, it is the one State that is moving ahead 
and doing some constructive planning, undoubtedly it is for the benefit 
of New York, but it is taken in other States, and T want to disassociate 
my own thinking or feeling with any statement about this financial 
policy. 

What IT was doing was being sort of a committee interrogator trying 
to find out if there is any sound, reasonable basis for the statement of 
the chairman of the New York State Authority when he said that 
unless we impose some limitation, some reasonable limitation on the 

Federal preference clause they could not market the bonds. And I 
think you have answered quite a few witnesses that have come for- 
ward giving a series of answers to meet that contention. 

But it also strikes me that here we are in a sense under project 16 
going to—at least we are discussing—not that the committee is going 
to do anything, but we are expressing a limitation that includes a sub- 
stantial block of power and I am wondering, because this is a very 
unusual sort of a program, unusual for me, and I am going to ask vou 
some questions about that—unusual in my experience. 

Could we express another limitation limiting another section or 
block of power for industry and then perhaps in an effort. to com- 
promise have the preference apply to a much larger portion than 
975,000 that has been indicated here by testimony to give protection 
to rural consumers, to co-ops and to munic ipalities and to domestic 
consumers? Because it is clear to me unless we give some protection 
they are not going to get much treatment under this bill based on the 
experience of St. Lawrence and no matter how much we protest we 
hear to the contrary. 

It is just a thought that somewhere along the line can we ex (press by 
limitation—the thought occurred to me this morning as you were 
talking—by limitation? If we are setting out a block here because of 
project 16 can we set out another block and therefore somewhere along 
the line give greater protection to a larger block of power that is 
going into the preference clause / 

I do not know that that has ever been done and therefore I am going 
to ask you this question : Has Congress ever imposed a Federal prefer- 
ence clause to any State or private power project? There has been 
testimony that has come to me, I heard something about the project: in 
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Oklahoma. I think that was a private power project. I think they 
marketed their own bonds. In my impression it is a State project, 
and it is my impression that there was no Federal preference clause 
in that project. 

Mr. Oxps. I think that is true. I think you have in mind the Grand 
tiver Dam Authority, I think it involved 

Senator Carrot (interposing). This is the Markhams Ferry in 
Oklahoma; is that the one ¢ 

Mr. Otps. That is the Grand River Dam Authority; yes, sir. 

Senator Carrouu. I see. 

Mr. Oxps. I think it is true that as a matter of precedent as far as 
these few State agency developments 

Senator Carro.yu (interposing). What about that Priest Rapids in 
Washington ? 

Mr. Onps. I think the Federal preference is not, as I recall it, 
strictly applicable there, but I think that you have a situation to the 
extent it was not in the Priest Rapids, I think it was a definite error 
committed by Congress. 

Senator Carroti. In any event, this is one of the largest that they 
have today in the Nation under consideration, perhaps will have for 
years to come ¢ 

Mr. Otps. Certainly if there is any project in the Nation that does 
not belong to one State alone it is this project. 

Your drainage area includes the States of Minnesota, Wisconsin, 
Illinois, Indiana, Michigan, Ohio, Pennsylvania, and New York, 
within the United States, as well as large portions of Canada, and 
the project is what it is, as I tried to point out, and in terms of the 
natural regulation of flow due to these great storage reservoirs, if 
there ever was a project that is completely interstate it is this project. 

Senator Carroty, I am sorry the other members of the committee 
are not here, some of them could not possibly be present, but I will 
certainly make it a point to have them read your testimony because 
I think it has been very, very constructive and I personally, as one 
member of this committee, am very thankful that you have come 
forward. You have been very helpful. 

The confusion that is not so much confusion as it is not being able 
to consider the state of things today. We have a bill before us and 
a State authority that is going to function. How do we get out a bill? 
How do we remedy this without violating this fundamental principle, 
without being stampeded into emergency action? How do we get 
this program underway ? 

It has been kicking around now for 6 or 7 years. How do we make 
it work? And this is the problem before the committee and I hope 
that you will feel free to, if you have other comments, let us know. 
We will get them in the record. I know you will be following this 
closely. I have been closely associated with your career and I notice 
you have a very fine record of public service. 

I thank you. 

Mr. Otps. May I make just two points in connection with your 
remarks ? 

In the first place, of course, as a matter of fact we have had the 
preference in the Tennessee Valley Authority, a complete preference 
without limitations as to quantity. We have had it in the Bonneville 
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Power Administration, we have had it in the marketing of power 
from Federal river basin programs. In those programs, take the 
Tennessee Valley Authority, it has not stood in the way of ample 
power supply for the needs of essential industries. 

Senator Carroty. Well, that is very clear tome. I understand that. 
It is just that the idea that here is something new, at least my think- 
ing. They are asking a State authority to be the expediter, to be the 
planner, to really set the standards, to creating the talk about market- 
ing areas and the conditions under which this project is born arises, 
it is created, it is going to create many problems in the future because 
let us assume that Pennsylvania resists the New York Author ity, it, as 
a matter of law, would have to exhaust that remedy, go to the Federal 
Power Commission before it goes into the courts, perh: aps, even to en- 
force its action under the Federal preference clause. The Attorney 
General might have to exhaust its remedy before it moves into court. 

Mr. Oxps. May I comment? 

Senator Carron. Surely. I would be very glad to have you 
comment. 

Mr. Oxps. I think you have reached a situation where in terms of 
the power interests of the Northeast, the power interests of the coun- 
try, the power interests of industry—great industries—that it is abso- 
lutely essential that this project go ahead and I think that it is so 
essential that a placing in the bill, m: aking sure that there is in the 
bill substantially the Federal preference provision will not delay it. 
I do not think anybody is going to take the onus of putting off through 
some kind of couple of years or more of court proceedings the time 
when the redevelopment of Niagara can be undertaken to meet. the 
needs of these tremendous chemical, metallurgical industries in the 
Niagara Falls area, which I know very well, I handled in the time 
of the Second World War and just before the defense period the 
whole allotment of this power that I am talking about to these in- 
dustries to enable them to meet their requirements of the national emer- 
gency and I feel as certain today that their needs, the need for this 
power is so compelling, as compelling almost as it was there in 1940 
and 1941, so that this project is going through, it is going to be under- 
taken, lawsuits are not going to hold it up, because people will not 
take the onus of jeopardizing what this development represents in 
terms of the public welfare and the defense needs of the United 
States. 

Senator Carroiy. Well, I thank you very much for your presenta- 
tion. The time that you have given us here this morning, and I 
apologize for this meeting on Saturday. Most people do not work 
Saturday I understand. "That does not apply to Senators, however. 

Is there any other comment that you desire to make at this time? 

Mr. Oxps. Well that, I think, does it. 

Senator Carroty. Thank you very much. 

Mr. Everman. Mr. Chairman. 

Senator Carrot. Yes, Mr. Edelms an. 

Mr. EpreLtMan. May I just ask whether the record might be kept 
open, say, 4 or 5 days so that I may file on behalf of my unions, a 
group of unions, that have been closely following this legislation and 
strongly support the development of the project, to file a supple- 
mental statement! 

Senator Carrot. Without objection that may be done. 
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Will you give your name and title, please ? 

Mr. Epetman. John W. Edelman, Washington representative of 
the Textile Workers Union of America. 

Senator Carroti. The record will show at this point that Mr. Edel- 
man will be given an opportunity to file a statement in support of his 
position that he has stated here today. 

(The statement referred to follows:) 


LABOR SUPPORTS THE CLARK BILL To HARNESS THE NIAGARA 


By John W. Edelman, Washington representative of the Textile Workers Union 
of America, AFL-CIO 


The Textile Workers Union of America, AFL-CIO strongly favors and urges 
the prompt enactment of the Clark bill (S. 512). 

Of its roughly 300,000 members TWUA, AFL-CIO has a substantial block of 
workers living and working in the region which will be directly affected by this 
legislation for the full development of the unique hydroelectric facilities on the 
Niagara River at Niagara Falls. 

Members of the Senate Public Works Committee are probably aware of the 
fact that the Textile Workers Union of America has worked actively over a period 
of years for the several bills aimed at full public development of the power 
resources at Niagara Falls. Indeed, TWUA has worked diligently for almost 
every valid public power project which has been considered by the Congress in 
recent years. Primarily we support such legislation because we are convinced 
it is in the public interest; however, there are in addition compelling economic 
reasons why this legislation should be pressed by textile workers both as con- 
sumers of electricity and as employees in an industry whose stability depends 
in considerable measure on the cost of power. 

For the sake of brevity the Textile Workers Union of America, AFL-CIO, will 
not reiterate the data and the arguments presented in the current hearings by 
the proponents of the Clark bill. We wish, however, to formally record ourselves 
as completely agreeing with and supporting the testimony offered by Andrew J. 
Biemiller for the AFL-CIO; by Clyde Ellis for the National Rural Electric 
Cooperative Association; by Alex Radin for the American Public Power Associ- 
ation; by Powers Luce representing rural electric cooperative associations in 
Pennsylvania, New York, and Ohio; by James Lipsig, Esq., for the Liberal Party 
of New York State, and especially we identify ourselves with the case made by 
Mr. Leland Olds, former chairman of the Federal Power Commission. 

As to the particular interest and concern of the Textile Workers Union of 
America in the Niagara legislation we make the basic point which our union 
made in the hearings before the New York State Power Authority in regard to 
the distribution of the power originating on the St. Lawrence project. It is now 
abundantly, and to us at least, painfully clear that unless the Congress takes the 
necessary steps to prevent it from that what happened to St. Lawrence power 
will also happen to the Niagara power. 

What upper New York State needs today, in addition to protecting and stabi- 
lizing its already established heavy industries, is a considerable expansion of the 
lighter type of industrial establishment. It was very well demonstrated in the 
St. Lawrence hearings that the modern type of heavy-goods manufacturing plant 
employs comparatively few people. There can be no substantial increase in 
employment in the region here under discussion unless there is a considerable 
percentage of miscellaneous manufacturing plants are induced to locate; plants 
such as textile, clothing, and small-parts manufacture of several types. Mecha- 
nization has not reached the point as yet in these types of manufacture where the 
numbers employed are reduced to a handful. It is manifest that with power 
costs at present level in upper New York State and surrounding areas that lighter 
industry will not grow in that location until cheaper electricity is available. 
The one remaining possible source of cheaper electricity is the Niagara project. 

Unless the provisions contained in the Clark bill for the distribution of the 
power are enacted into law, and are thus required of the New York State Power 
Authority, the substantial benefits that should accrue to rural and urban citizens 
in the region from the exploitation of this priceless natural resource will be 
drastically, and indeed tragically, reduced. 








| 
} 
| 


te TO TREES eI AER Fa Re a 


Sates ig ee oe eae ee mo A 


a 


LP LS A et ANE ht IE et ee 


— 


Se eee 





332 DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


The record will be held open. I might say that after the conclusion 
of the next witness—we have Mr. Robinson who is to testify, and that 
after this witness, so that if anyone else here wants to file a statement 
this committee will recess subject to the call of the chairman, Senator 
Kerr. 

Mr. Robinson. 


STATEMENT OF CHARLES A. ROBINSON, JR., STAFF ENGINEER, 
NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Roprnson. Thank you, Mr. Chairman. My name is Charles A. 
Robinson, Jr.; I am the staff engineer of the National Rural Electric 
Cooperative Association. 

Mr. Chairman, I want, on behalf of our association and all of our 
people, to express our deepest thanks to this committee for their in- 
dulgence for these many days, for their patience and for the great 
thoroughness with which they have gone into this problem, and, as the 
chairman said, that is evidenced by the fact that we are sitting here 
on Saturday morning, which I am sure imposes a great inconvenience 
on the members of this committee. And we want to thank them with 
all our heart for the great cooperation they have afforded all of the 
witnesses. 

Mr. Chairman, we hope that in consideration of this issue the com- 
mittee will keep in mind the truly national scope of the issue with 
which it is dealing. 

The Niagara River is a navigable stream, it is a boundary stream, 
and, in fact. , it is backed by the entire Great Lakes system stretching 
all the way to Minnesota. 

We feel that the Congress has a moral responsibility as well as a 
legal power to decide the issue and we hope that they will keep not only 
the views of the State of New York in view but the welfare of the 
entire Nation as well. 

The New York statute which establishes the power authority rec- 
ognizes the national scope of the waters involved and section 1 of the 
New York Power Authority Act states in part: 

“Those parts of the Niagara and St. Lawrence Rivers within the 
boundaries of the State of New York are hereby declared to be natural 
resources of the State for the use and development of commerce and 
navigation in the interest of the people of this State and the United 
States.” 

And I think that clearly expresses the true picture that is before this 
committee. 

It is true that there is a real emergency existing at Niagara Falls 
with respect to the availability of industrial power, but, Mr. Chair- 
man, there have been other emergencies in the history of this country 
in the recent history of the country with which our association has 
been involved and which involve electric power. 

In the Tennessee Valley we are faced with a real emergency at the 
present time because of the shortness of supply of power in that area. 

In the Pacific Northwest we are faced with an impending shortage 
of supply, and in each case I should say that in neither case, has in- 
dustry come forward as they have in this to support us in obtain- 
ing additional sources of power. I think the emergency is a real fac- 
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tor to be considered, but I do not think the committee should be 
stampeded into any action which would violate a long-standing 
Federal power policy. 

The power resources available from the St. Lawrence and from the 
Niagara are tremendous in size. Between the two projects there will 
be 2,720,000 kilowatts available. That is more than the entire output 
of the Southwestern Power Administration; it is about half of the 
output of the entire Federal system in the Northwest. So the chair- 
man of the power authority has a tremendous bargaining position in 
negotiating the sales of this power. 

We do not believe he will have any trouble in selling the power 
because of the fact that there have been 2 ite companies in here 
in the last 2 days, each of which has been fighting for a block of this 
power. The industries have appeared before the committee and asked 
for a substantial block, and the rural electric cooperatives and the 
municipalities stand ready to buy substantial blocks. 

I think, Mr. Chairman, that this brings us to a consideration of the 
basic purpose of the New York Power Authority. Is it merely to build 
projects and market power or is it to bring about lower costs for 
rural and domestic consumers 4 

The New York law states that— 

In the development of hydroelectric power therefrom such projects shall be 
considered primarily as for the benefit of the people of the State as a whole 
and particularly the domestic and rural consumers to whom the power can be 
economically made available, 

We believe that there is a clear madate upon the authority to bring 
about lower power costs for the maximum number of rural and domes- 
tic consumers whose rates can be influenced by this power. We do not 
think the result must be accomplished without stepping on the toes of 
perhaps some of the power companies. And this is the reason we want 
a Federal preference for all of the remaining power besides that 445,- 
000 kilowatts which will be necessary to provide for the industries in 
the immediate area 

Why do we believe preference is the answer ? 

Our experience indicates that where large blocks of low-cost power 
are marketed under a policy affording preference to nonprofit dis- 
tributors, retail rates to consumers are lower and wholesale rates to 
municipalities and cooperatives are lower. In actual practice it is 
doubtful that co-ops and municipalities in the Niagara area would use 
any more power from the project under a preference-type m: arketing 
policy than they would otherwise, assuming, of course, that C hairman 
Moses is sincere in saying they will get as much as they can use re- 
gar dless of whether preference is in the act or not. 

The power companies in the area will, of course, want to hold their 
customers and will look to reduced rates and improved service to 
achieve this goal. The inclusion of preference in this legislation will 
be a major factor in at long last equalizing the bargaining position of 
the small, nonprofit utility systems and the public on one hand and 
the major utility corporations on the other. It will bring about a 
shifting to the big companies of the burden of upholding the public 
interest. 
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I might say, Mr. Chairman, that in appearing before this very sub- 
committee 2 years ago Mr. Gordon Clapp, a former Chairman of the 
Board of the Tennessee Valley Authority, said that: 

The point I would like to make clear to this committee for their consideration 
is that the real importance of the potential power of the Niagara for the homes, 
farms, and industrial expansion of New York and the Northeast is not in the 
amount of energy it will generate or in its very low cost at the powerhouse, 
the real and lasting effect of this harnessed natural resource depends upon 
how the power is marketed, how and where it is sold to the ultimate consumer 
and at what rates. If this low-cost power is unwisely sold at the bus bar or 
confined to distribution at or near the site it will produce a very limited local 
benefit confined to the industries and private utility companies already grabbing 
at this great national asset. 

Mr. Chairman, the Federal preference is under attack in many 
areas of the country. In the State of California the Pacific Gas & 
Electric Co. has submitted a proposal under which it would purchase 
the falling water at the Trinity project to be developed as part of the 
Central Valley system by the Bureau of Reclamation; the Pacific 
Power & Light Co. is asking for the same privilege at the Yellowtail 
site which would also be developed by the Bureau of Reclamation. 

All over the country the power companies are attempting to defeat 
the purposes of the preference clause and it is our position that every 
violation of a Federal preference is one more precedent established 
for the benefit of those who are attempting to destroy the entire 
principle. 

Now, why is the power authority opposed to preference ? 

Mr. Moses’ principle arguments when he appeared before this com- 
mittee were: First, that it would displease the bondholders because 
of the withdrawal aspect. That might be inherent in any Federal- 
type preference. 

Second, it would displease the Niagara Mohawk Power Corp. into 
not surrendering its license rights to water upon which the State 
claims it has proprietary rights : anyway. 

Finally, Mr. Moses said that the Federal type preference would be 
contrary to the New York law. 

I think Mr. Olds has answered far more ably than could I the argu- 
ment of bond marketability, but I would like to make the point that 
in our opinion, at least, the withdrawal provision that would be in- 
herent in any Federal-type preference would not in any way affect the 
anticipated revenue of the power authority. The authority is not 
going to withdraw power and hold it in suspense. The power would 
at all times be sold and fully paid for. The withdrawal provision 
would merely mean that the power would be withdrawn upon reason- 
able notice to the power company for reassignment to preference 
customers, the notice might be for a term of 3 years or perhaps 5 years, 
giving the companies ample time to replace such power as was with- 
drawn with their own steam capacity. There would be no time at 
which the revenue from that withdrawable power was not flowing 
into the treasury of the authority. 

As far as the New York law is concerned, Mr. Chairman, we cannot 
see any fatal difference or any repugnancy between the New York law 
as it stands and the Federal preference as we understand it. 

The New York law provides a strict preference for rural and 
domestic consumers; although, of course, in the St. Lawrence case 
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we do not believe that the preference even as it is in the New York 
law has been lived up to. 

The New York law would also, we believe, allow the authority to 
accept preference because section 5 of the New York law states as 
follows: 

Provided, however, That nothing herein contained shall be construed as limit- 
ing the power of the authority to accept a license issued by the Federal Power 
Commission pursuant to the provisions of the Federal Power Act as amended, 
and the terms and conditions therein imposed pursuant to law. 

So that if in this legislation the Congress were to require the Federal 
Power Commission to put a Federal-type preference into any license 
that were issued we cannot see how that would prevent the authority 
from accepting such a license. Therefore, if there is no conflict be- 
tween the Federal law and the New York law we cannot see how the 
marketability of bonds would be affected under a Federal-type prefer- 
ence any more than they are affected under the New York-type 
preference. 

Of course, the Niagara Mohak Power Corp. objects to preference 
on principle; so does every other power company in the Nation. We 
believe, however, that this particular company is in a very poor posi- 
tion to object at the present time, because of the fact that it has been 
found economically unfeasible to rebuild its own project. 

Now, Mr. Chairman, last summer, subsequent to the time the 
Schoellkopf plant was washed into the Niagara River, there appeared 
in the New York Times on Tuesday, July 10, 1956, a full-page adver- 
tisement sponsored and paid for by the New York Power Authority, 
and part of this advertisement reads as follows: 

This advertisement is to show that the five private utility companies which 
were the only private applicants for a license have, in effect, abandoned their 
bill and have decided as a last resort to accept the principle of development 
by the Power Authority of the State of New York embodied in the Lehman- 
3uckley Act. 

The Lehman-Buckley Act is identical to the Clark bill now before 
this subcommittee. 

Continuing with the advertisement: 

This authority will undertake to finance by sale of its bonds by private inves- 
tors, build promptly an adequate powerplant which will serve all immediate 
needs under the terms of the Lehman-Buckley bill with or without the amend- 
ments. 

And it is signed by the five trustees of the authority. 

Senator CarroLtu. Was that prior to the rockslide ¢ 

Mr. Rozinson. No, sir; this was subsequent to the rockslide. This 
aud appeared in the New York Times on Tuesday, July 10, 1956; I 
believe that the rockslide occurred on June 7, 1956. So, there has 
been no substantial change in the physical characteristics around 
Niagara Falls since this advertisement. 

We certainly have no objection to the supplying of industry with 
reasonable portions of power especially if in the sale of such power 
the load factor of the authority is improved as required by the act. 
But we believe that the Niagara Mohawk Power Corp. is in a poor 
position to object because there is no rule of physics or of law that 
makes it necessary to funnel such power as is made available to the 
i duistryes | ‘ouvt he Ni: rays M his rk P rer ( ° alt] ] 7a 
industries through the Niagara Mohawk Power Corp., although we 
have no objection to such type of operation. 
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The authority could deliver this power directly to the industries as 
it is doing for the Reynolds Aluminum Co., if the Niagara Mohawk 
Corp. objects to any other way. 

In conclusion, Mr. C hairman, we ask the committee to remember 
that the applicant here is a public authority, not a business organiza- 
tion. The chairman—that is Chairman Moses—of the New York 
Power Authority contends he is in business and must be so regarded. 
We contend that he is not, and that the criteria appropriate to meas- 
ure the success or failure of a business is not appropriate to do the 
same for a public authority. 

A business operates primarily for profit, and service to the public 
is an incidental means to securing such profit. .A public authority by 
contrast operates primarily to render a public service, to offer low 
power rates in this case. It must pay its own way, but only as an 
incident to rendering a public service in making available low-cost 
power to the rural and domestic consumers. 

If the New York Power Authority must satisfy the demands of 
its bankers and satisfy the demands of existing utility companies to 
the substantial detriment of its primary purpose of reducing power 
rates for rural and domestic consumers then perhaps the justification 
for the authorities undertaking the project has vanished. 

Mr. Chairman, I will say in further reference to that point that our 
organization supported for many years one al construction of this 
project and we only came to the support of a bill which would au- 
thorize the New York Power Authority to construct the project on 
the assumption that a Federal type preference could be included 1 
an act authorizing the Authority to proceed and after reaching the 
conclusion that it might not be possible to secure the passage of legis- 
lation authorizing the Federal Government to do the job. 

Thank you very much, Mr. Chairman. 

Senator Carroty. I thank you very much for your testimony. 

I assume, therefore, in view of the years of the experience that the 
National REA’s have had with this they have come to the conclusion 
that they do support a New York Authori ity to administer and execute 
this proposed project but you do maintain your insistence upon the 
Federal preference clause / 

Mr. Roptnson. Yes, sir. 

Senator Carrot. I wonder if I might ask Mr. Olds this question 
while you are still in the witness chair. 

Mr. Olds, on this question of financing, and Mr. Robinson you can 
add to this, too, if you care to. Out of fairness to Mr. Moses’ state- 
ment I asked when the payout period would be, really the question 
should have been when do the bonds mature, I think it was a 30-year 
period. And after the bonds were retired it would then continue to 
operate at cost, so I had the impression that it was certainly a non 
profit organization and not the repeated insistance of Mr. Moses and 
his staff was that this unlimited preference clause would defeat this 
project: would not seriously hamper, would be fatal to the market- 
ability of these bonds. 

Now, Mr. Olds, in your wide experience with bonds I assume that 
these bonds would not all be sold in the State of New York ¢ 

Mr. Oups. They certainly would not. They would be sold all over 
the country. 
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Senator Carroti. And, therefore, it could not be properly said 
that New York State itself is financing this project ? 

Mr. Oxps. No, I do not think so. I think this should be said. 
I think that these bonds will be very largely taken up by such in- 
stitutions as insurance companies; there are tremendous funds con- 
stantly coming in that have to be invested, various kinds of fiduciary 
institutions. 

Senator Carroti. And, of course, those funds are coming in from 
all over the country, those are the insurance company trust funds? 

Mr. Orbs. That is right. 

Senator Carrouy. And you anticipate no difficulty at all on this 
preference clause in the marketability of these bonds ? 

Mr. Oxps. Not the slightest. I think all the experience of Federal 
power undertakings which are analogous to this undertaking have 
indicated clearly that there is no problem of the income support- 
ing the bonds. In fact, I think they would be gilt-edged bonds. 

Senator Carrotu. As I recall some of the testimony was—I think 
this came from Mr. Moses—at least it came from those who were 
the proponents of the theory that the New York Authority was that 
the financial advisers of those who would purchase the bonds had 
expressed their apprehension about this, I think they called it the 
open preference clause concept, and that that concept was the one 
that created the fear, that is why they came down to this reasonable 
amendment that Senator Javits offered which I agree with you is 
not too specific. 

But that was the point—a great deal was made of that and I 
think it created an impression. I think that first concept was that 
New York itself was going to finance this, therefore, New York 
financing it, they have done a great deal of planning and drafting of 
this proposal and initiating it and were to be highly commended 
for so doing. And as long as they were going to finance it it took it 
out of the category of the usual Federal. project and the preference 
clause. 

That is why I wanted your opinion about the bonds and the scope 
of the bonds where the “V would be sold, who handled them, and who 
would probably purchase them. 

Mr. Oxps. I think, as I said, that the purchasing of the bonds will 
probably be largely on the hands for any kinds of fiduci iary institu- 
tions and institutions that handle these very large constant inflow of 
insurance money looking for investment. 

My recollection goes back to the days when J. D. Ross, of Seattle, 
the great manager, first manager of the expanding Seattle Public 
Power System in the early days of the Roosevelt administration here 
in Washington, came down seeking funds for the expansion of his 
hydroelectric developments on the Sk: agit River and the general idea 
was that the only place you could get bonds at that time for that 
kind of expansion of big public power, big river basin projects, rivers 
of the country, on a public basis was through the Federal Govern- 
ment, through the Public Works Administration at that time. 

For some reason or other Secretary Ickes who was then Adminis- 
trator of the Public Works Administration, also turned him down. 
There was some friction there of some kind, and he went on from 
here to New York City. Everybody thought that the only source of 
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such funds at that time was the Federal Government and its pee 
works funds. And he got the money he needed for that Skagit devel 

opment on very good terms and for the expansion of that project and 
program on the ‘Sk agit River was financed through the usual chan- 
nels, but through financial groups that were not entirely identified 
with what has at times been called the money trust. in ae country. 
By a more independent group of financial houses and it became the 
basis for a very successful series of projects on the Skagit. River, very 
remarkable projects. 

I think at one time there was the Pujo Committee investigation of 
what was called the money trust which would agree to essentially a 
monopoly which would be able to dictate terms, terms under which 
even municipalities, even agencies set up by municipalities would do 
their financing, but there has always been down to date, at least, a 
group of financiers, certain houses that have not completely identi- 
fied themselves with this monopoly of credits in the country and it 
has always been possible to find financing from projects that are en- 
tirely bankable because of the absolute assurance that such low cost 
power will always find a market. 

There have been groups that have maintained their independence 
of the tendency to centralize control of new money in this country 
and those sources have been interested in stepping in and financing 
such undertakings as this project of the State of New York would be. 

May I add one thing to that, Mr. Chairman ? 

Senator Carroiy. Certainly. 

Mr. Ops. I would like to say this, it would certainly be posing an 
issue as to which was bigger, more power ful, the financial group to 
which people have to turn for the financing of such projects or the 
Federal Government? If, on what is essentially a difference in ideol- 
ogy, a State like New York could not go and get its funds from the 
money market of America because of a difference of opinions as to the 
preferenc e prov ision of this marketing Federal power. 

Senator Carroii. Well, I believe that they testified they can get 
the money, but in order to get the money the basis of the strength 
of the bond issue—this is my interpretation of their testimony, not 
their statement—is that if they have these firm contracts that are 
known, that is the revenue can be reasonably anticipated, that it is 
vital to the market: ibility of these bonds. 

Now, of course, there is no obligation to any property in New York 
State, there is no property, no obligation on the authority itself. 
The obligation is the revenue that comes from these contracts, from 
the sale of power under these contracts, and I think the point that at 
least Mr. Moses impressed me with, was that by having these contracts 
they would be able to explain to the financi: al analysts who look into 
the bonds to see what is in back of the bonds before the investment 
is made- 

Mr. Oups. But in terms of even the full acceptance of the preferenc e 
provision, there is always a complete market for the power: there is 
never a moment when that power will not be sold. The power will he 
sold under contracts so far as it is sold to private power companies 
with a provision that on, we will say, 5 years’ notice, a certain amount 
of that power and where it is power that is going to be made available 
to municipal and cooperative systems, the increment in their need is 
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not of such a magnitude that it means that it is suddenly all withdrawn 
from the company, but with 5 years’ notice any power company in the 
State of New Yor ‘k and to all intents and purposes any power company 
in the United States, can make its plans to replace that power. 

Today with the very rapid progress in technology, steam-plant tech- 
nology, the coming atomic power technology, they are not going to 
have the slightest problem as far as their : systems are concerned in 
planning over a 5-year period to allow a portion of the power that 
they are taking to be shifted to public bodies and cooperatives. There 
is going to be no risk involved at all. 

Senator Carroti. That is why I suggested that perhaps the States 
themselves, through accredited agencies, have to set up some mecha- 
nism, an agency to negotiate contracts unless it is to be done by each 
individual co-op throughout all Pennsylvania or through its accred- 
ited agency, because it would seem to me that would run into hundreds 
of contracts, where, if the State of Pennsylvania had a contracting 
agency with some financial responsibility and the same thing would 
be true in Ohio, that is why this is a novel situation. 

Mr. Ops. That is correct, Senator, in this sense: What you have 
to do if you get away from a regional system which can be set up by 
the Federal Government, you create a situation where you have to 
have a certain amount of interstate cooperation to make possible the 
effective carrying out of marketing policy where you have essentially 
an interstate resource being handled by one State. 

Senator Carroin. That is why I think Chairman Moses, I got the 
impression, while he sort of brushed it off, that in these various co-ops 
adjoining New York, why I think he t: lked about their financial, I do 
not think he used this word, but whether they were financially 1 respon- 
sible, but there was a series of small groups and organizations trying 
to negotiate with them, but he had heard nothing from the States, 
and I put the vos to him. I said, when he talked about the 150- 
mile marketing area, I said, “Have you given that information to any 
State?” No; they had not, and no State had asked them for it. 

Mr. Rogtrnson. Mr. Chairman, I heard Chairman Moses’ reference 
to the doubtful financial capabilities of the cooperatives. I might say 
that I do not know of any cooperative that ever reneged or defaulted 
on any of its obligations to a power supplier. 1] would further state 
that in the State of Pennsylvania there is an existing generation and 
transmission ‘ooperative in existence and that, if the State of Penn- 
sylvania did not provide an agency to pick up this power at the border, 
these cooper: atives could very easily borrow money through their gen- 
eration and transmission cooperative from REA to construct such a 
facility to get the power to them, especially in view of the fact that 
this could be relative ‘Ly low-cost power which would make such trans- 
mission feasible. 

Senator CarroLy. Are these companies, and I do not want to inject 
anything new into these hearings, but are these companies financially 
responsible in the sense that they have revenue money that can stand in 
back of a contract? Can they contract for a whole group? 

Mr. Roprnson. Well, they do it all the time, sir. These generation 
and transmission cooperatives, perhi aps I should explain, are a group 
of distribution cooperatives that organize among themselves what we 
call a GT co-op, which is an entirely separate instrumentality, incor- 
porated separately under the laws of whatever State it is located in. 
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Now, there are a number of these in existence. In the Southwest we 
have 6 or 7 major GT cooperatives with generating plants and trans- 
mission facilities. In some areas they ‘have the only transmission 
facilities in the area. They are exchanging power with the South- 
western Power Administration on a major scale and there is no State 
law providing for the pickup by any State agency of this power. 

There is in Missouri the Central Electric Power C ooperative, the 
Northwest Electric Power Cooperative, and what we call the KAMO 
Electric Cooperative. All of these have heavy transmission lines, 154 
kilovolts as I recall. That is bigger than any transmission line I have 
been able to find on a Federal Power Commission map in the State of 
New York. 

Senator Carrotn. I think Moses meant he was giving the business, 
he is a man of wide experience. 

Mr. Roprnson. Yes, sir; but not in power marketing. 

Senator Carroiu. I had never met him before this meeting, but I 
have heard of him for years. He is able to market this block of power 
here, market this block of power there, he has firm commitments and, 
therefore, is able to say—not he, himself—but in a prospectus that is 
given us, we have these firm contracts, these bonds are safe, you will 
get your money, these people are not interested generally speaking but 
the interest that comes from that money, this is a business transaction. 

Now, the question is, they have got a block of power out here, we will 

say it is according to their own testimony 275 thousand kilowatts. I 

thought it was 150 thousand. They have got this area, but how do 
they firm it up into a contract? Do they do it with each little muniec- 
ipality ? With each little co-op? With each co-op way off in the 
State of Pennsylvania, way off in the State of Ohio? Who draws it 
in where they can have a firm contract? Where they can show that 
this is a part of your security under this bond? We will have con- 
tracts, we will get money. It seems to me these are the questions. We 
are in the financial field. Now we are talking about the practical 
things from their viewpoint on the marketability of the bonds. 

Tagree with you. I think there is a great demand for electricity but 
it is one of the things that seems to me ‘and the committee, we ought to 
be able to answer. That is why I have talked about some State agency 
that can function. 

We, in the West, when we go out to have a multiple-purpose project, 
we set up a conservation district and in that conservation district the 
farmers pledge their land, the small towns pledge their property to 
the repayment of these projects, and here there is no pledge except 
contracts. Contracts based upon the delivery of power. 

We in the West, when we go into these things, we pledge, as I say, 
our property, the revenue. In this case we come back again to just 
one question : this is the sale of power. 

Now, the next thing we want to do is to project the preference 
clause. We show them an expanding market. But how to translate 
this into firm contracts so when you are talking to people who are 
interested in money, hiring their money, that is what they are doing, 
and they want to know how it is ‘coming back to them, and I think this 
is the point that Moses was trying to put out. 

There may have been other motives, I am just saying that this 
one, and this is the question on financing. It would be a good thing 
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for the committee to know and myself, I am not concerned, because 
I feel, you have convinced me that there is a great demand, a great 
market. ‘The real question in my mind is even under the preference 
clause that you want—you people have been speaking for 

Mr. Roprnson. Let us say 

Senator Carrott., May I finish, please. Even though you get this 
preference clause, there is a real question in my mind as you get what 
you want even w ith the New York Authority because ep treatment 
of the people in New York from the testimony I hear, the small 
municipalities, and small co-ops, have not been seataliioeseslaian have 
been given an opportunity to participate under the St. Lawrence 
project. 

Now, you go ahead. 

Mr. Roginson. Iam sorry to have interrupted you, sir. 

Senator Carrot. That is all right. 

Mr. Rosrnson. But let us say ‘that initially the New York Power 
Authority could not make a single contract with a co-op in Penn- 
sylvania or Ohio because of the fact that no State : agency had been 
established and perhaps, let us assume further, that there was no 
cooperative agency able to pick up power for the co-ops. The Chair- 
man—all he would do would be to sell this power to the power com- 
panies or to whoever else wanted it on a 3- or 5- year withdrawable 
basis. Then the burden would be on the other St utes and on the co-ops 
to organize some entity to pick this power up. 

At the time they did organize such an entity and signed a contract 
with the Authority, then the Authority would notify whoever had 
initially purchased the power, that in 5 years we will withdraw a 
certain block of power to satisfy these other customers. It would 
merely be the substitution of one man’s dollar for that of another at 
the time the transfer is made. There would be no interruption of 
revenue and the power would all be sold all the time. 

Senator Carrotn. I think that is true; but it would seem to me that 
the adjoining States would be derelict not to protect a certain amount 
of power coming into them now, have some sort of an understanding, 
seem to wait, one of its co-ops way off in Pennsylvania trying to nego- 
tiate with the New York State Authority, they ought to have a little 
bit more power and they better assert that power. 

Mr. Rontnsen. T think that is true. I think they would, Senator. 

Senator Carroiy. That is my hope. That is why I suggested here 
in the earlier part, my principal interest, well, this is an American 
water, adjoining States ought to participate and that is why I began 
asking questions about the agencies that would be set up to cope with 
this Authority that we are attempting to set up by this legislation. 

Well, you all have been very helpful to me and I hope there is enough 
“ the record, not to confuse other members of the committee. And 

[ ap prec late your coming on Saturday to give us the benefit of your 
experience and your advice. 

Does anyone else desire to testify, say anything ? 

Mr. Rorrnson. We appreciate your coming on Saturday, too, 
Senator, 

Senator Carroti. Well, Iam very happy to have been here. It has 
been very educational to me and I am always willing to learn about 
these things. 
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Is there anything from any staff member of the committee? Do any 
of you have anything to say at this time / 

(There was no response. ) 

Senator Carroty. We have a number of communications with re- 
gard to these bills that have been received by the committee and they 
will be incorporated in the record at this point. 

(The documents referred to are as follows :) 


CHAMBER OF COMMERCE, 
Washington, D.C., April 12, 1957. 
Hon. Rosert S. Kerr, 
Chairman, Subcommittee on Rivers and Harbors, Senate Committce on 
Public Works, Washington, D.C. 

DEAR SENATOR Kerk: The Chamber of Commerce of the United States wishes 
to register its opposition to certain features of S. 1037 and S§S. 512. 

The national chamber has informed Congress previously of its opposition to 
any legislation to permit the development of additional power at Niagara, 
either by the Federal Government or the State of New York. Rather, we have 
supported bills for power development by the taxpaying electric companies who, 
for more than 50 years, have operated powerplants at Niagara and were willing 
and able to proceed with the new development. Unfortunately, no such bills 
are pending in this session. 

S. 1037 would permit an agreement between the Niagara Mohawk Power 
Corp. and the power authority of the State of New York. This agreement would 
permit the corporation to exchange its present water rights for power from the 
State Authority. 

But section 3 (d), (e), and (f) of S. 1037 provide for preference in the pur- 
chase of power. The chamber is opposed to all types of preference clauses, and 
we strongly oppose these provisions. Investor-owned electric Companies, tax- 
payer-financed Government power agencies, and cooperatives make identical use 
of hydropower from water resources. They render practically identical services 
to the public. One class of customers should not be given preference over 
another class. The power should be sold to those best able to distribute it to all 
classes of customers without preference. 

Section 3 (d) of S. 1037 provives that defense agencies of the United States be 
given preference to purchase power. Section 16 of the Federal Power Act of 
1920 provides that when, in the opinion of the President of the United States, 
the safety of the United States demands it, the United States may seize and 
operate any project or any part thereof for the duration of the emergency. This 
seems to us to give the Federal Government ample access to the power in times 
of emergency, and obviates the need for defense agencies of the United States 
to have a preference to purchase the power in times of peace. We therefore 
oppose section 3 (d). 

Section 3 (e) of S. 1037 provides that a reasonable amount of power shall 
be mate available within the project’s economic market area in neighboring 
States to be distributed according to their laws. The State power authority 
should not be compelled by any Federal directive to make available any 
Niagara power to another State. We therefore oppose section 8 (e). 

Section 3 (f) of S. 1037 provides that a reasonable amount of the power 
available both in the State of New York and in neighboring States be allocated 
for the present and reasonabiy foreseeable future needs of rural electric coopera- 
tives and municipalities in the project’s economic market area. The customers of 
rural electric cooperatives and of municipal electric distribution systems are no 
different in any respect from the customers of the taxpaying electric utilits 
companies. It is difficult to see any reason why one class of citizens should be 
given preference in the distribution of electric power over another class, We 
therefore strongly oppose section 8 (f). 

S. 1037, if it should be approved, should also be amended to require that the 
Federal Power Commission shall include among the conditions of the license to 
the State power authority, that the authority in distributing Niagara power 
shall, as far as possible, through transmission contracts, make use of the trans- 
mission facilities of local private and public utilities and shall not build duplica- 
ting transmission lines. 
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As for 8. 512, section 2 (b) (1) would require the State power authority to 
give equal preference in the purchase of power to counties and municipalities ; 
departments, agencies and instrumentalities of New York State; rural electric 
cooperatives; and defense agencies of the United States. It would require 
the State power authority to make only short-term contracts with taxpaying 
electric utilities which could be canceled whenever the preference customers need 
more power. In other words, citizens of New York State who purchase power 
from these preference customers—only about 5 percent of the population of the 
State—will be given preference over the other 95 percent of the citizens in the 
purchase of electric power from their own power authority. The national 
chamber strongly opposes such a preference clause. 

Section 2 (b) (2) would give the State power authority a mandate to construct 
transmission lines for taking the power to its preference customers or to pur- 
chase such transmission lines “if available on reasonable terms and conditions,” 
With the power of eminent domain available to the State of New York, this 
mandate is dangerous because it could be used to destroy the investor-owned 
utilities. The national chamber strongly opposes this section. 

Section 2 (b) (4) and (5) provide that the power shall be sold for the benefit 
of domestic and rural consumers at the lowest rates reasonably possible and 
that the State power authority shall establish resale rates to comply with this 
provision. The terms and conditions for the sale and resale of power by the 
State power authority and its customers should be approved by the Federal 
Power Commission as regards interstate sales and by the New York Public Service 
Commission as regards intrastate sales. We therefore oppose these sections. 

We request that this statement be made a part of the record of the hearings 
on the Niagara power bills. 

Cordially yours, 
CLARENCE R. MILEs. 


INTERNATIONAL MINERALS & CHEMICAL CoRrP., 
Chicago, Ill., April 9, 1957. 
Subject : Senate bills S. 1087 and S. 512; House of Representatives bills H. R. 4294 


o> 


and 2137. 


Hon. Ropert S. Kerr, 
Chairman, Senate Subcommittee on Rivers and Harbors, 
The United States Senate, Washington, D.C. 

DEAR Sir: This letter is in regard to the pending legislation for the redevelop- 
ment of the Niagara River and emphasizes the importance of maintaining power 
costs in the 4 mills per kilowatt-hour level in the Niagara frontier. 

This electrochemical plant, operated by International Minerals & Chemical 
Corp. in the Niagara area since 1917, has employed on the average of 150 persons 
during this period. This plant’s operation, now and in the future, depends upon 
the availability of low-cost power. Our load factor has been approximately 
98 percent. In other words, we have been utilizing power constantly for 98 
percent of every hour, 24 hours a day, 365 days a year—a manner which provides 
the utility a maximum return on their investment. 

The principal products produced at this plant are caustic potash, carbonate 
of potash, and chlorine chemicals whose importance to our country’s needs and 
defense efforts was demonstrated during World War II when the War Production 
Board granted us an additional block of emergency power in recognition of these 
production contributions to the war effort. Since June 7, 1956, when the Schoell- 
kopf plant of the Niagara Mohawk Power Corp. collapsed into the river, our power 
costs have been increased by 25 percent. ‘This increase is due to the cost of 
supplementary power provided by the Niagara Mohawk Power Corp.’s pur- 
chases from Canada. This increase in power cost has adversely affected the 
profits produced by this plant. 

In the past 3 years, we have invested over $3 million in the expansion and re- 
habilitation of this plant. The redevelopment of the Niagara River to provide 
60-cycle power would require replacement of our existing 25-cycle equipment 
and would cost International Minerals & Chemical Corp., an additional sum of 
approximately $300,000 for new a. ¢c.-d. ¢c. conversion equipment. 

We, therefore, respectfully pray for the passage of a bill in this session of 
Congress to license the New York power authority to proceed with the new fa- 
cilities and thereby eliminate any further delay in the procurement of low cost 
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power. International Minerals & Chemicals Corp., which is a member of the 
basic industries power committee, further requests early congressional commit- 
tee hearings and prays for time to appear and testify, through designated rep- 
resentatives, at these hearings in order to present the legitimate and just needs 
of established industry in the Niagara Falls area. 
Very truly yours, 
NELSON C. WHITE. 


EMPIRE STATE CHAMBER OF COMMERCE, 
Albany, N. Y., April 10, 1957. 
Hon. Ropert 8. Kerr, 
United States Senate, 
Washington, D. C. 

Dear SENATOR Kerr: The Empire State Chamber of Commerce, an ardent 
opponent of public power in competition with publicly regulated utility com- 
panies, urges favorable action on the Ives-Javits-Miller bill. 

A copy of the resolution adopted by the board of directors of this chamber 
is enclosed. Will you please have the record of the hearings now in progress 
show our support of this bill and opposition to the Buckley-Clark bill on the 
same subject. 

Sincerely yours, 
Wititam A. MILLs, 
Executive Vice President. 


(The enclosure referred to in the above letter is as follows:) 
PoLicy WITH RESPECT TO NIAGARA POWER 


Whereas the Empire State Chamber of Commerce has traditionally opposed 
the intrusion of government into the electric utility industry when private 
enterprise is ready, willing, and able to undertake the development and no tra- 
ditional functions of government are involved; and 

Whereas the Em) re State Chamber of Commerce has heretofore strongly 
urged the development of additional hydroelectric power at Niagara Falls by 
the taxpaying electric Companies of the State and has opposed construction of 
such electric power facilities by government, either Federal or State: and 

Whereas an economic emergency has been created in the Niagara Falls area 
by the rockslide which destroyed a large part of the Schoellkopf hydroelectric 
plant of Niagara Mohawk Power Corp. on June 7, 1956, which provided low- 
cost power on which the industries in the area, employing upward of 35,000 
people, were dependent; and 

Whereas for over 6 years the controversy in the Congress over the entity 
which should be authorized to develop additional electric power at Niagara has 
not been resolved and it appears that the passage of legislation may be further 
delayed ; and 

Whereas Senators Ives and Javits and Representative Miller have introduced 
new legislation in the Congress to authorize development of the Niagara project 
by the Power Authority of the State of New York: Now, therefore, be it 

Resolved, That in view of the emergency created by the loss of the hydroelec 
tric generating facilities at Niagara Falls and its adverse effect on one of the 
most important industrial sections of the State, the Empire State Chamber of 
Commerce will not oppose legislation to authorize the Power Authority of the 
State of New York to construct and operate the new hydroelectric facilities 
provided that such legislation contemplates the transmission and distribution 
of the electric power by the existing electric distribution systems in the State: 
be it further 

Resolved, That the Empire State Chamber of Commerce vigorously opposes 
the Clark-Buckley bill which would require the New York State Power Author- 
ity to give a perpetual preference to customers served by government electric 
distribution systems and rural electric cooperatives over customers served by 
taxpaying electric companies in the State. 
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STATE OF NEW YORK, DEPARTMENT OF LAW, 
Albany, N. Y., April 9, 1957. 
Hon. Ropert 8. Kerr, 
Chairman, Subcommittee, Senate Conimittee on Public Works, 
Senate Office Building, Washington, D.C. 
DeaAR SENATOR Kerr: Attached is a statement by me as attorney general of the 
State of New York in support of S. 1037, and in opposition to 8. 512. 
I would appreciate your making this statement a part of the record of your 
hearings on these bills. 
Sincerely yours, 
Louis J. LEFKOWITz, 
Attorney General. 


(The attachment referred to in the above letter is as follows :) 


STATEMENT OF Louis J. LEFKOWITZ, ATTORNEY GENERAL OF THE STATE OF NEW 
YORK 


There is now a critical need in the western part of the State of New York 
for the development, which has too long been delayed, of the waters of the 
Niagara River available under the 1950 treaty with Canada for power purposes 
in the United States. 

The express purpose for negotiating that treaty was “to avoid a continuing 
waste of a great natural resource,’ and to use more fully and efficiently the 
waters of the Niagara River to meet the then insufficient supply of low-cost 
power in Northeastern United States. Yet, so far, nothing has been done to 
construct facilities in the United States to use its full share of the water. 

The recent destruction by rockslide of the Schoellkopf plant of the Niagara 
Mohawk Power Corp. at Niagara Falls has turned what was in 1950 an insuf- 
ficient supply of low-cost power into a critical shortage. Except for the fact 
that the United States is able to purchase power temporarily and at high cost 
from Canada, industries in the area of Niagara Falls, most of which are vital 
to the defense of the Nation, would have to shut down. 

On the other hand, Canada is able to sell such power to the United States 
because, immediately after the 1950 treaty went into force, Canada began con- 
struction of facilities to use its full share of the waters available for power 
purposes under the treaty and is now using not only its share, but also a large 
part of the United States share, as it has a right to do under the terms of the 
treaty, because no facilities have been constructed in the United States. 

Although 30 bills have been introduced in Congress dealing with Niagara 
power development since the 1950 treaty entered into force, no bill has been passed 
by both Houses of Congress because of differences in opinion as to whether 
such development should be undertaken by the Federal Government, or by private 
utilities, or by the State of New York through its power authority. 

Now these differences of opinion have been resolved, and all appear to be 
agreed, for various reasons, that such development should be undertaken by the 
power authority, a corporate municipal instrumentality of the State of New 
York, charged by New York law with the duty of undertaking such a develop- 
nent on a nonprofit basis and without Government credit. All are further 
agreed that such development by the power authority should be under license 
by the Federal Power Commission pursuant to the terms of the Federal Power 
Act. 

The only remaining bone of contention is whether the general policy of the 
Federal Power Act should be changed in respect to development of the Niagara 
by requiring that such licensee give an absolute preference in the purchase of 
the power developed from the project to municipalities and rural cooperatives 
wherever located. 

As was pointed out by the Federal Power Commission in its opinion No. 255 
for the issuance of a license to the Power Authority of the State of New York 
for project No. 2,000 on the St. Lawrence River, the Federal Power Act does 
not authorize the commission to impose a license condition for such a prefer ence 
to municipalities and rural cooperatives. The commission said ‘“* * * it does 
not appear that the Federal Power Act authorizes imposition of a preference 
clause similar to that imposed in the sale of power from some Federal power 
plants.” 

No reason exists for such a fundamental change in this general policy of the 
Federal Power Act in connection with the development of the Niagara. On the 
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other hand, a change in such a policy particularly in respect to the Niagara 
would be inappropriate and harmful. 

There are only five cooperatives which serve relatively very few rural con- 
sumers in the State of New York, and there are only a few small municipalities 
which have their own distributing systems. Over 95 percent of the consumers 
of electric power in the State of New York, including a great majority of the 
rural consumers, purchase their power from private-utility distributors. Thus, 
a condition, such as contained in §S. 512, requiring the giving of an absolute 
preference to municipalities and rural cooperatives would prefer the very few 
to the great many in the State of New York. 

More important, such a preference is absolutely unnecessary, and would be 
contrary to the best interests of the people of this State. An absolute preference 
to municipalities and rural co-operatives is unnecessary because, as the Federal] 
Power Commission pointed out in granting the power authority its license for 
the St. Lawrence project, “The preference for rural and domestic consumers 
earried in the New York State law under which the power authority must dis- 
tribute power is equitable and in the public interest.” The New York Power 
Authority Act mandates that the development by the authority of hydroelectric 
power from a Niagara project shall be primarily “for the benefit of the people 
of the State as a whole and particularly the domestic and rural consumers to 
whom the power can economically be made available,” and that the authority 
“shall, in addition to other methods which it may find advantageous, make pro- 
vision so that municipalities and other political subdivisions of the State * * * 
may secure a reasonable share of the power generated by such project.” This 
means that the power authority must, in marketing Niagara power, do that which 
it has done with the approval of the Governor in marketing St. Lawrence pow- 
er, to wit: 

1. Negotiate contracts with municipalities having their own distributing sys 
tems and with rural cooperatives for the sale to them of a sufficient amount of 
power to meet their reasonably foreseeable needs. 

2. Negotiate contracts with private utilities for the sale to them of power 
for resale to their domestic and rural consumers within the Niagara market 
area, for the passing on to such consumers of the savings that such utilities de- 
rive from the purchase of project power, for the withdrawal of residual firm 
power upon adequate notice, and for the transmission where necessary of pro}- 
ect power to municipal and rural cooperative customers of the authority. 

In approving a contract for the sale by the power authority of St. Lawrence 
power to the Niagara Mohawk Power Corp., which contract contained such 
provisions, New York’s Governor Averell Harriman said in part: 

“This contract is also the vehicle to pass on the benefits of St. Lawrence pow- 
er to the domestic and rural consumers of municipal electric plants and rural 
electric cooperatives in the franchise area. This will be achieved by the wheel- 
ing provisions of the contract. These enable the municipal plant and rural 
cooperatives to buy St. Lawrence power directly from the power authority at 
cost plus a flat transmission expense and thereby obtain substantial savings 
for their domestic and rural customers. 

“The contract has been amended to meet the objections which were raised 
to its original form. I am satisfied that this contract is the best means for 
passing on to domestic and rural consumers, and to municipalities and REA’s, the 
benefits of the power produced by the authority at the St. Lawrence project. 
The intention expressed in the contract of establishing a power pool by inte- 
grating the St. Lawrence and Niagara projects will afford an even greater supply 
of power than originally contemplated, from these sources, for distribution 
over a wider area and to the greater gain of domestic and rural consumers, as 
well as of industry and labor.” 

An absolute preference, such as contained in S. 512, would be contrary to the 
best interests of the people of this State because it would adversely affect, not 
only the sale of bonds to finance the construction of the project, but also the 
sale of project power. A condition that contracts for the sale of project power 
to private distributors must contain a provision for changing the contract for 
the sale of such power by reducing the amount of power sold thereunder when 
ever preferred customers, municipalities, and rural cooperatives in the future 
request to purchase such power would deter private utilities from contracting 
with the power authority for the purchase of project power and thus render 
uncertain the ability of the authority to market project power at a price which 
would permit it to meet the obligations of its bonds. 
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While the New York law authorizes the power authority “to accept a license 
issued by the Federal Power Commission pursuant to the provisions of the 
Federal Power Act, as amended, and the terms and conditions therein imposed 
pursuant to law,” whether the power authority could accept such a license, if it 
contained a condition requiring the giving of such absolute preference to rural 
cooperatives and municipalities, is a doubtful legal question. 

I find that S. 1037 is entirely consonant with the New York law and its enact- 
ment would be in the best interests not only of the people of the State of New 
York, but also those people in other States who reside within economic trans- 
mission distance of the proposed Niagara project. 

*assage of S. 512, on the other hand, would present a serious legal problem as 
to whether the power authority could under New York law accept a license issued 
pursuant to the terms of that bill and the absolute preference provision contained 
in that bill would be contrary to the best interests of the people of the State of 
New York. 

I respectfully urge, therefore, that your committee report favorably to the 
United States Senate, 8S. 1037. 


Aprit 13, 1957. 
Hon. Rorert 8S. Kerr, 
Chairman, Senate Committee on Public Works, 
Senate Office Building, Washington, D. C.: 

Approval of Niagara power bill is extremely important to the future develop- 
ment of our Commonwealth. Its impact would be felt particularly in areas now 
suffering from chronic unemployment and in agricultural areas served by our 
cooperatives. We would prefer Senate bill 512 because of its fairer procedure 
for determining the degree of participation by neighboring States. Legislation is 
now pending in our general assembly which would establish an agency to deal 
with the New York Power Authority for Niagara power. I urge your assistance 
in bringing about favorable action on Senate bill 512 in committee and on the 
floor. Many thanks and personal good wishes. 

GEORGE M. LEADER, 
Governor of Pennsylwania. 


Senator Carrot. The committee will stand in recess subject to the 
call of the chairman, Senator Kerr. 

(Whereupon, at 12:45 p. m., the subcommittee was adjourned to 
reconvene at the call of the chairman.) 

(Additional statements received are as follows:) 


IrHaca, N. Y., April 15, 1957. 
Hon. Rosert 8S. KErr, 
Senate Office Building, Washington, D. C.: 

Relative to Niagara legislation being considered by your committe, the New 
York State Conference Board of Farm Organizations, whose member organiza- 
tions represent practically all farmers in New York State, strongly emphasizes 
that farmers have a real stake in the marketing of that power. Fifty-nine out of 
every 100 farmers in New York are served by private utility. The absolute or 
Federal-type preference of the Clark bill for municipal and cooperative marketing 
agencies, will discriminate against virtually every farmer in the marketing area. 
Longstanding law of New York safeguards farm and domestic consumers whether 
they are served publicly, cooperatively, or privately. That fits the characteristics 
of our area but absolute public agency preference does not. 

We believe in reasonable guaranties of power for municipal and cooperative 
system, but we cannot support a plan that hopskotches power right over our farm 
to areas that enjoy cheaper power because of closer proximity to the coalfields. 

We urgently hope that you and your committee can agree with us that New 
York power problems are not identical with those in the areas where Federal 
projects have been built. We earnestly solicit your support for a plan that pro- 
vides reasonable equity of the treatment among farm and domestic consumers, 
no matter how they are served. 

We would appreciate incorporation of this telegram in the record. 

hy. S. Foster, 
Secretary, New York State Conference Board of Farm Organizations, 
New York State Grange, Horticultural Society, Vegetable Growers, 
Farm Bureau, Home Bureau Poultry Council Co-op, GLE Exchange, 
Ine., and Dairymen’s Leaque Cooperative Association, 
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NORTHWESTERN RURAL ELECTRIC COOPERATIVE ASSOCIATION, INC., 
Cambridge Springs, Pa., April 15, 1957. 
Re Niagara power. 
Hon. Rogerr 8S. Kerr, 
Chairman, Senate Public Works Subcommittee, 
Senate Office Building, Washington, D. C. 

DeEAR SENATOR Kerr: I have been instructed by our board of directors to write 
you, respectfully asking that your subcommittee favorably consider the Clark 
bill, S. 512, for Niagara redevelopment. 

The Clark bill, alone, protects the rights of preference customers and especially 
those located in States adjoining New York State. We anticipate serious diffi- 
culty in trying to do business with the New York Power Authority unless the 
Congress gives us such protection as is already written into the Clark bill. 

Our co-op serves 7,850 members. Some of them are within 85 miles of Niagara 
Falls and all of them are within 150 miles of the project. Our system demand is 
now 10,000 kilowatts and our energy requirements are 47 million kilowatt hours 
per year. We estimate our demand in 1980 at 33,000 kilowatts and our energy 
requirements at 320 million kilowatt hours. We now pay 8.5 mills per kilo- 
watt-hours and our power supplier tells us that they lose money at this rate. 

We need a supply of wholesale power at a lower rate and from a friendly source. 
We think that it is available at Niagara and that our State has a legitimate 
right to some of that power. We are in position to take the power at the New 
York-Pennsylvania border and transmit it into our system and to other co-ops 
that join us to the south and east. By 1975 our co-ops in Pennsylvania will 
need more power than the New York Power Authority proposes to allocate to 
both Pennsylvania and Ohio. Our total demand will exceed 250,000 kilowatts 
by 1980 at present rate of growth. An assured supply of power at a lower rate 
would surely accelerate this rate of growth. 

Your favorable consideration of the Clark bill is respectfully requested. 

Sincerely yours, 
Wma. C. WENNER, Vanager. 


SPEER CARBON CoO., 
Saint Marys, Pa., April 10, 1957. 
Hon. DENNIS CHAVEZ, 
United States Senate, 
Senate Office Building, Washington, D. C. 

Sir: We are writing you with reference to proposed legislation for the de- 
velopment of the Niagara River power. Speer Carbon Co. is a member of the 
Basic Industries Power Committee, a group of Niagara Falls industries inter- 
ested in current mutual power problems. 

Our Niagara Falls plant which operates as the International Graphite & Elec- 
trode Division of the Speer Carbon Co., presently employs approximately 500 
people. It has been in continuous operation since 1930, and an expansion pro- 
gram of approximately $5 million is nearing completion. The manufacturing pro- 
cess is predominantly the electric heating of carbonaceous material to very high 
temperatures. The cost of power thereby becomes a major portion of the manu- 
facturing cost. It was because of the then available low-cost hydropower that 
we originally located at Niagara Falls. Power in our industry is used at con- 
sistently high-load factors, and thereby becomes a particularly desirable load 
for hydroelectric power generation. 

International Graphite & Electrode Division produces graphite electrodes 
which are used by the major steel companies for the melting of electric furnace 
steels of the stainless and high alloy types. The ferroalloy industry also uses 
graphite electrodes in the manufacture of ferroalloys, ferrochromes, ferrovana- 
dium, and ferrotitanium. 

Graphite anodes of a special type are also manufactured by us and are used in 
the electrolytic production of caustic, chlorine, sodium and magniseum. Most of 
the Niagara Falls electrochemical plants use International anodes. Various other 
carbon and graphite specialties are produced, such as molds for production of 
uranium and precious metals, graphite liners for rockets, missiles, etc. 

During World War II, our products were most important to the war and de- 
fense effort. As a result very high priorities were afforded to us in the pro- 
curement of necessary scarce materials and supplies. Because of our important 
position, the War Production Board assigned an unusually high amount of low 
cost (allotted) hydropower in order to increase production of the much-needed 
graphite. 
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Since the collapse of the Schoellkopf hydrostation at Niagara Falls in June 
1956, our take of low-cost hydropower has been drastically reduced—by some 
90 percent. This loss has been replaced with high-cost power, resulting in a 60 
percent increase in our power costs. There is an immediate need for low-cost 
hydropower at about 4 mills per kilowatt-hour in order to retain and expand basic 
industries at Niagara Falls. Certainly if this is not forthcoming in the reason- 
able future, any further expansion on our part must of necessity be in an area 
where such low-cost power is available. 

The proposed redevelopment would provide power at 60 cycles requiring that 
we convert or replace all our 25-cycle electrical equipment to 60-cycle design. 
The cost to our company for such change-over is estimated at $1 million. 

We are very much concerned and disturbed about the uncertainty of the 
power situation at Niagara Falls and urge that no time be lost in the determina- 
tion of a favorable plan for the Niagara River power development. The bill to 
license the New York State Power Authority to develop the power should be given 
prompt consideration in order that no further time will be lost. Any legislation 
formulated should consider the problems of our basic type of industry and pro- 
vide for the needs of similar established industries at Niagara Falls. 

Very truly yours, 
ANDREW Kavt III, President. 


KIMBERLY-CLARK Corp., 
Neenah, Wis., April 10, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Works, 
Senate Office Building, Wasihnaton, D. C. 

Dear SENATOR CHAVEZ: I am writing you concerning the pending legislation 
for the redevelopment of the Niagara River: Senate bill S. 1037, House of Repre- 
sentatives bill H. R. 4294, Senate bill S. 512, House of Representatives bill H. R. 
2137, House of Representatives bill H. R. 3952. 

Prompt consideration of this legislation is important to Kimberly-Clark in 
order that they may continue to consider plans for expansion of their manufac- 
turing facilities at Niagara Falls. 

Kimberly-Clark Corp. has operated two paper-producing mills at Niagara Falls, 
N. Y., since 1921. Major products manufactured there are publication-grade 
printing papers and the corporation’s well-known line of creped wadding prod- 
ucts marketed under the trade names of Kleenex, Kotex, Kimpak, etc., for the 
Eastern market. One thousand six hundred and seventy-five people are directly 
employed in our Operations there. Due to the progressively decentralized man- 
ner of our operations, an increasing number of commercial suppliers look to 
Kimberly-Clark for business in this area. 

Because of the continuous nature of our process, our present total load of 
15,000 kilowatts presents a load factor of at least S5 percent to the local power 
system. Our load has steadily grown to this figure since the start of operations, 
and we expect it to continue to increase regularly in the future. 

During World War Il] the products Kleenex, Kotex. and Kimpak were con- 
sidered so essential that no abnormal power curtailment was imposed upon 
Kimberly-Clark when power was in short supply. 

Kimberly-Clark located in this area initially because of the favorable power 
rates, Those rates have enabled Kimberly-Clark to remain competitive in spite 
of the lack of basic raw materials in the Niagara Falls area. 

Prior to the Schoellkopf disaster, our average 25-cycle power cost was $0.0039 
per kilowatt-hour. Since that time, when our supplier, Niagara Mohawk, was 
forced to purchase Canadian power, the unit cost has risen to $0.0056 per Kilo- 
watt-hour—a rate increase of 44 per cent. 

Recognizing for some time that the life of the 25-cycle generating equipment 
on the Niagara Mohawk system is old and has a limited life, Kimberly-Clark has 
inaugurated a policy of conversion from 25 cycle to 60 cycle on a planned basis 
as new or redesigned equipment is installed. Redevelopment of Niagara at 60 
cyele, requiring Kimberly-Clark to convert its entire load at one time, would 
cause an immediate hardship because of the financial burden. This extra ex- 
pense of conversion on a planned basis alone warrants consideration of lower 
rates to industry. 
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May I strongly urge you to support any Federal legislation that will recognize 
this situation and would equitably provide the power requirements of the area, 
The immediate initiation and passage of a bill to license the New York Power 
Authority to proceed on a logical and sound basis to remedy the present situation 
would receive our unqualified support. 

Kimberly-Clark Corp would be most cooperative in assisting you with your 
support, either directly or through the Basic Industries Power Committee which 
represents Kimberly-Clark in this matter. 

Yours truly, 
W. R. Kewrerr, Erceutive Vice President. 





Hopeson, Russ, ANDREWS, Woops & GoopyYEAR, 
Buffalo, N. Y., April 15, 1957. 
Re S. 1037 and 8. 512. 
Hon. Rosert KERR, 
United States Senator, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR KERR: Enclosed are copies of telegrams which were sent today 
to Senators Clark, Ives, and Javits. The Industrial Power Consumers Conference 
consists of the 36 Buffalo area companies, a list of which is enclosed. As one 
of the counsel for this group of companies, I sincerely hope that this matter can 
be worked out along the lines of your very fine statement at the hearing last 
Thursday morning which I was privileged to attend. 

Very truly yours, 
Homer H. Woops. 


INDUSTRIAL POWER CONSUMERS CONFERENCI 


Air Reduction Sales Co., division of Air Reduction Co., Inc. 
Allegheny Ludlum Steel Corp. 

The American Radiator & Standard Sanitary Corp. 
The Atlas Steel Casting Co. 

Barcalo Manufacturing Co. 

Buffalo Brakebeam Co. 

F. N. Burt Co., Inc. 

Becco Chemical division of Food Machinery & Chemical Corp. 
The Buffalo Slag Co., Inc. 

City Products Corp., City Ice & Fuel division 

Colorado Fuel & Iron Corp., Wickwire Spencer Steel division 
The Columbus McKinnon Chain Corp. 

Continental Grain Co. 

The Crosby Co. 

Donner Hanna Coke Corp. 

General Mills, Inc. 

Hewitt-Robins, Inc. 

Houdaille Industries, Ine. 

International Milling Co. 

Lackawanna Steel Construction Corp. 

Larkin Warehouse 

Lehigh Portland Cement Co. 

McKaig-Hatch, Ine. 

Merchants Refrigerating Co. 

National Aniline division, Allied Chemical & Dye Corp. 
Niagara Lithograph Co. 

Pillsbury Mills, Inc. 

Republic Steel Corp. 

Russell Miller Milling Co. 

Spaulding Fibre Co., Inc. 

Standard Buffalo Foundry Co., Inc. 

Standard Milling Co. 

Strong Steel Foundry Co. 

Tonawanda Electric Steel Casting Corp. 

The William Simon Brewery 

J.H. Williams & Co. 
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Aprit 15, 1957. 
Senator JoserpH F. CLARK, 
Senate Office Building, 
Washington, D.C.: 


If S. 512 subject your conference today with Senators Ives and Javits as re- 
ported in press, respectfully urge an amendment to avoid any doubt that Niagara 
power can be made available to industries in Buffalo and Niagara Falls which 
have been built up and now operate primarily on 25-cycle power. Schoellkopf 
plant was principal unit and heart of 25-cycle system which must be replaced 
by Niagara power if these industries are to continue to operate as in the past. 
Suggest for your consideration that the following be added to bill “the licensee 
shall make a reasonable portion of the project power available for industries, 
particularly those relying upon the 25-cycle system of which power developed 
from the Niagara River was the principal part.” Sincerely hope that you and 
Senators Ives and Javits will reach agreement. 

INDUSTRIAL POWER CONSUMERS CONFERENCE. 
Harvey W. Buscn, Chairman. 


ApriIL 15, 1957. 
Senator Irvine M. IvEs, 
Senate Office Building, 
Washington, D.C.: 

Local press reports conference today between you, Senator Javits and Senator 
Clark on Niagara bills. We note that S. 1037 while giving preference to certain 
customers leaves the balance of project power available for distribution under 
State act which expressly authorizes sale to industries but that S. 512 not only 
gives preference to certain customers but then disposes of balance of power under 
paragraph 4, page 4, without any mention of sale to industry. Wiring Senator 
Clark today that S. 512 be amended to avoid any doubt that Niagara power can 
be made available to industries in Buffalo and Niagara Falls which have been 
built up and now operate primarily on 25-cycle power. Schoellkopf plant was 
principal unit and heart of 25-cycle system which must be replaced by Niagara 
power if these industries are to continue to operate as in the past. Suggested 
to Senator Clark that following be added to S. 512 “the licensee shall make a 
reasonable portion of the project power available for industries, particularly 
those relying upon the 25-cycle system of which power developed from the Niagara 
River was the principal part.” Sincerely hope conference successful. 

INDUSTRIAL POWER CONSUMERS CONFERENCE. 
Harvey W. Buscu, Chairman. 


PENNSYLVANIA-OHIO-NEW YORK COMMITTEE ON 
Low Cost NIAGARA-ST. LAWRENCE POWER, 
North Baltimore, Ohio, April 15, 1957. 
Senator RopertT Kerr, 
Senate Office Building, 
Washington, D. C. 


DEAR SENATOR KERR: Thank you for your courtesy and interest in our Niagara 
problem on the occasion of the committe hearings last week. 

I have given much thought to your expressed hopes that the interested parties 
in this controversy will prove themselves “men of good will” and make a sincere 
effort to compromise their different positions into a workable and acceptable bill 
that can be quickly passed. 

One rather obvious possibility occurs to me suggested by the proposed allo- 
eation of 445,000 kilowatts to Niagara Mohawk to replace their “lost” plant 
and water. This is, that since that amount represents roughly 25 percent of 
the total and since that reservation will presumably be written into any bill 
that you simply go on with three additional “quarters” of the available power 
on a basis somewhat as follows: 


25 percent to Niagara Mohawk (Schoellkopf industrial replacement) ; 

25 percent to New York preference customers ; 

25 percent to New York power companies (for rural and domestic cus- 
tomers) ; 


25 percent to Pennsylvania and Ohio preference customers ; 
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That would result in these ratios: 


75 percent to New York and 25 percent to ‘‘other States ;” 

75 percent to rural and domestic users and 25 percent to industry; 

50 percent to preference customers and 50 percent to nonpreference cus- 
tomers ; 


All of which can be defended as reasonable and fair. 

While I am aware that such arbitrary divisions are by no means usual, the 
current situation is certainly not in the usual pattern, either. If we propose 
to include a 25-percent prior preference for Niagara Mohawk there would seem to 
be some logic in going the rest of the way and arbitrarily dividing the rest of the 
pie. Such a division might also help to placate Mr. Moses’ banker friends on 
the matter of marketing the bonds, particularly if some of the preference portions 
could be immediately allocated to other industries or other power companies in 
ease there are not enough preference customers available at first for the entire 
amount of their share. These additional amounts could be given to industry on 
a withdrawal basis so that ultimately the preference groups could get their 
entire 50 percent. 

I would very much appreciate your keeping the contents of this letter confi- 
dential as I suspect this approach would be unsatisfactory to my good friends in 
NRECA and APPA whon, I gather, are not inclined to compromise at all on this 
preference matter. It is my thought, however, that this situation is quite dif- 
ferent from that from which we usually encounter on federally financed projects 
and I feel, also, that the exigencies of this situation require an entirely different 
approach by everyone involved. 

I you feel that an approach of this sort is desirable and would provide an 
acceptable bill and, if you think it advisable, I would be agreeable to approach- 
ing my people in New York and Pennsylvania and attempting to get their agree- 
ment. However, I should like to be able to approach Mr. Radin and Mr. Ellis 
directly with such a proposal rather than to have you tell them at this time 
of my feelings. 

With kindest personal regards. 

Yours very truly, 
Powers LUSE, 
Executive Secretary, PONY Committee. 


NATIONsL RURAL ELectTric COOPERATIVE ASSOCIATION, 
Washington 9, D. C., April 29, 1957. 
Hon. DENNIS CHAVEZ, 
United States Senate, 
Washington, D. C. 

DeAR SENATOR CHAVEZ: We have given careful study to the testimony of various 
witnesses on S. 512 and S. 1037, to develop power at Niagara Falls. The pur- 
pose of this letter is to reiterate to you our very strong belief that S. 512 (Senator 
Clark) should be passed as quickly as possible. Our study of the testimony of 
opposing witnesses leaves us unimpressed. 

We have no objection to a provision which would enable the New York Power 
Authority to allocate to Niagara Mohawk Power Co. 445,000 kilowatts of capacity 
for industrial customers to take the place of capacity lost when the Schoelkopf 
powerplant slid into the river, provided that this capacity be exempt from the 
preference clause only for the duration of that company’s FPC license No. 16. 
We have submitted suggested language to achieve this to the chairman of the 
committee and to Senator Clark. 

Sincerely, 
CrypeE T. Evuis, General Manager. 





Power AUTHORITY OF THE STATE oF NEW YORK. 
New York, N. Y., April 18, 1957. 

Memorandum to the trustees. 
From: Chairman Moses. 
Subject: Niagara hearings. 

All of the trustees and the staff attended the April 10 hearing on Niagara legis- 
lation held by the Subcommittee on Flood Control, Rivers and Harbors, of the 
Senate Public Works Committee. Mr. Thorne Hills and the staff were present 
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at the April 11 session. On April 12 and 13, Mr. Clyde T. Ellis, general manager 
of the National Rural Electric Cooperative Association; Mr. Leland Olds, 
director, Energy Research Associates; Mr. Powers Luse, secretary of the Penn- 
sylvania, Ohio, New York committee of the rural electric cooperatives on low 
cost Niagara-St. Lawrence power; Mr. Alex Radin, general manager, American 
Public Power Association, and others testified. Since none of the trustees heard 
the testimony, this memorandum has been prepared to round out for them a pic- 
ture of the entire hearing by presenting highlights from the record, particularly 
for April 12 and 13. 

From all the testimony presented it would appear that the arrangements for 
power for the basic industries is acceptable to all and that the only problem to 
be worked out is preference. 

The witnesses representing the rural electric cooperatives and municipals 
made it plain that they want and expect all of the power generated by the project 
to be sold outside of New York State except the 445,000 kilowatts allocated to 
existing industries and the small amount of power which cooperatives and 
municipals in western New York will be able to use. 

Mr. Clyde Ellis, in discussing with Senator Kerr the marketing from Federal 
projects in the State of Georgia under the Flood Control Act of 1944, which 
contains “absolute preference” stated, “If we had the same type of Federal-pref- 
erence clause, the State line would be of no moment to us. The State line would 
not be recognized by us under the law and we would have the same situation, 
about the same situation in Pennsylvania as we had under the Georgia situation.” 

If we subtract the requirements for the cooperatives within New York State 
for 1970 based upon estimates furnished by the cooperatives, there would be 
10,666,000,000 kilowatt-hours and 2,533,000 kilowatts required by the cooperatives 
in 1970 outside the State of New York. With Mr. Ellis’ concept of a 300-mile 
marketing area, a portion of this power would be used in Michigan, New Jersey, 
Delaware, Maryland, Virginia, and West Virginia as well as Ohio and Pennsyl- 
vania. If Mr. Ellis is correct in his estimate of the power requirements of the 
cooperatives within a 300-mile radius and if “absolute preference” is a part of 
the Niagara legislation, we would have the absurd situation of New York State, 
through the power authority, raising $600 million without State or other public 
credit and then being asked to dispose of more power to cooperatives alone out- 
side of the State of New York than is generated by the entire project. 

Mr. Alex Radin stated, ‘“‘The interest of our association in the redevelopment 
of the Niagara Falls power potential is indicated by the fact that within a 
radius of 300 miles of Niagara Falls there are 22 municipal utilities in New 
York State—outside of the present St. Lawrence power marketing area—38 in 
Pennsylvania, and 60 in Ohio, or a total of 120 in the 3-State area. In 1956 these 
municipalities had a total generating capacity of 445,213 kilowatts and they 
purchased more than 581,575,486 kilowatt-hours.” 

The requirements of the municipalities are modest in comparison to the coop- 
eratives and if we take Mr. Radin’s figures and project them to 1970 using a rate 
of growth presented by other witnesses, the municipalities outside of New York 
but confined to Pennsylvania and Ohio would require in 1970, 315,000 kilowatts 
and 1,380 million kilowatt-hours in addition to power they may generate them- 
selves with presently installed equipment. 

The power estimates of Mr. Powers Luse, representing the cooperatives in 
Ohio, Pennsylvania, and New York and of Mr. Alex Radin for the municipalities 
in Pennsylvania, Ohio, and New York excluding the New York requirements 
indicate that in the initial year of operation of the project over 800,000 kilo- 
watts and 3,400 million kilowatt-hours would be required. If we were to enter 
into contacts with all of these agencies for a term of 25 years, they would, 
according to the estimates presented by these witnesses, require the astounding 
sum in the 25th year of operation of 16,886,000 kilowatts and 70,326 million 
kilowatt-hours. 

These witnesses have demonstrated the absurdity of a 300-mile marketing 
area, and have completely ignored the New York State law which establishes 
equal preference for all rural and domestic consumers regardless of whether 
they are served by private utilities or public agencies. The authority in its 
tentative allocation of February 4 was more than fair in its allocation of power 
to the rural cooperatives and municipalities within a market area generally 
considered to be within 150 miles of the project including portions of Ohio and 
Pennsylvania. 

In our tentative allocation of Niagara power the authority assumed a de- 
pendable capacity of 2 million kilowatts based upon the integration of the 
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Niagara with the St. Lawrence. Actually, the capacity in excess of 1,800,000 
kilowatts is just as much a part of the St. Lawrence as it is of the Niagara so, 
in effect, some portion of the last block of 200,000 kilowatts at Niagara would 
belong to the St. Lawrence. 

Mr. Clyde Ellis and Mr. Alex Radin both testified that the cooperatives and 
municipalities had no objection to the allocation of 445,000 kilowatts as replace- 
ment power to Niagara Mohawk in place of the Schoellkopf and Adams plants 
and provided it was used to supply low-cost power to the industries of Niagara 
Falls and the surrounding areas. When this is deducted from the 2 million 
kilowatts there would remain 1,555,000 kilowatts and 6,100 million kilowatt-hours 
of firm energy. The percentages used in the following discussion are based upon 
this remaining power. 

Within the 150-mile area of the project there are 829,000 domestic and farm 
consumers in New York State, 187,000 in Pennsylvania and 33,000 in Ohio. 
Within New York State in this area 93 percent of the farm and domestic con- 
sumers are served by the private utilities and 7 percent by the municipalities 
and rural cooperatives. However, in our power allocation we have allocated 
325,000 kilowatts or 21 percent of Niagara power to the cooperatives and 
municipalities even though their customers comprise only 7 percent of the 
total consumers whereas in the case of the private utilities we have allocated 
only 525,000 kilowatts or 34 percent of Niagara power, even though they serve 
93 percent of the rural and farm customers in New York State within the 150- 
mile area. 

The allocation of 150,000 kilowatts to Ohio and Pennsylvania within the 150- 
mile marketing area is based upon the proportionate number of domestic and 
farm customers within this area in Pennsylvania and Ohio as compared to the 
total domestic and farm customers in the marketing area. 

At the present time the New York private utilities are purchasing coal from 
Pennsylvania and hauling it to Dunkirk, Rochester, Buffalo and other urban 
areas where it is used in steam plants to furnish power to the New York 
communities. One-half the cost of a ton of coal delivered from the Pennsyl- 
vania mines to Rochester for example is in the freight. Rural cooperatives and 
municipalities in Ohio and Pennsylvania can obtain low-cost power and thus 
avoid wasteful and expensive transmission losses through the use of coal close 
to the Pennsylvania coal fields. The rural cooperatives under the Rural Elec- 
trification Act already have means of providing themselves with power that is 
less costly than Niagara power delivered to the New York-Pennsylvania border. 

The cooperatives can jointly organize under existing law a generation and 
transmission cooperative for the purpose of supplying the member rural co- 
operatives with low-cost power. The generation and transmission cooperative 
has the right to build the necessary thermoelectric plants and transmission lines 
to serve the member cooperatives and they can borrow money from the Rural 
Electrification Administration at 2% percent interest to be repaid over a 35-year 
period. As a public agency such a cooperative is not subject to taxes except 
as may be imposed by local State law. The magnitude of the power requirements 
of the cooperatives and municipalities in Pennsylvania and Ohio as given to us 
by Mr. Powers Luse and Mr. Alex Radin is so large that it would be feasible 
for the cooperatives to build large steam plants which would produce power 
for about 4 mills to serve both themselves and the municipalities. 

It is recognized that the rural and farm load has only about a 50 percent load 
factor and that the cooperative would have to make arrangements for disposi- 
tion of their unused steam power. However, according to these witnesses this 
would not be a problem since they have stated there would always be a ready 
market for low-cost power. 

Mr. Powers Luse and other witnesses have indicated that it would be ac- 
ceptable to the rural cooperatives to receive Niagara power in the vicinity of 
Jamestown on the border of New York and Pennsylvania. If this is the case 
then the transmission would undoubtedly be more expensive for the coopera- 
tives and municipalities if they receive Niagara power at such location than 
if they were to build steam plants nearer the center of their load and close 
to the coal mines. 

Pennsylvania has unlimited natural resources in coal which we do not have 
in New York. We happen to have Niagara over which certain groups in Pennsyl- 
vania and Ohio would like to gain control even though it will do them little 
good compared to the substantial benefit which rural and domestic consumers 
within the economic marketing area would receive. 
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If the Pennsylvania groups should develop low-cost power at the coal mines 
I am sure we in New York will not contest their right to use that power as they 
see fit. 

One of the witnesses on Thursday made a very significant observation when 
he stated that farmers in New York State, served by private utilities, are just 
as important as the farmers in Pennsylvania. I do not see how as trustees of 
the authority we can ever agree to a law which would require that out-of-State 
rural and domestic customers be given a preference which would react to the 
disadvantage of New York’s rural and domestic customers. 

I attach a copy of a telegram sent to Senator Kerr by Mr. E. S. Foster, secre- 
tary of the New York State Conference Board of Farm Organizations (New 
York State Grange, Horticultural Society, Vegetable Growers Farm Bureau, 
Poultry Council and Cooperative, GLF Exchange, and Dairymen’s League Co- 
operative Association). 

Judge Rosenman will discuss amendments to the Clark bill with Senator Kerr 
and we are optimistic that a reasonable bill can be worked out. 


Rorwert Moses, Chairman. 


HOOKER ELECTROCHEMICAL Co., 
Niagara Falls, N. Y., April 4, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Works, 
United States Senate, Washington, D. C. 


DEAR Str: I am writing you concerning the pending legislation for the rede- 
velopment of Nigara River power at Nigara Falls, N. Y. 

A few facts and figures will illustrate the importance of our company to the 
Niagara frontier and to our national security in times of war. Our continued 
successful operation depends upon the availability of ample power at a reason- 
able price, i. e., not more than 4 mills per kilowatt-hour. 

Hooker Electrochemical Co., due to recent acquisitions, is now comprised of 
these former companies: Hooker Electrochemical Co., Niagara Alkali Co., Old- 
bury Electro-Chemical Co., all in Niagara Falls, and Durez Plastics & Chemicals, 
Inec., of North Tonawanda, N. Y. In 1956, these combined companies sold $110 
million worth of chemicals and plastics and consumed approximately three- 
quarter billion kilowatt-hours (85,000 kilowatts) of power at a cost of nearly 
$4 million. 

Our combined companies represent more than 200 years of service on the 
Niagara frontier. Our oldest component, the former Oldbury Electro-Chemical 
Co., was founded in 1896 and was one of the pioneers in the industrial develop- 
ment of this area. In fact, it was the first large-scale producer of white phos- 
phorus in the United States. Similarly, Niagara Alkali, founded in 1900, was the 
first to produce liquid chlorine commercially in the United States. 

Our company employs more than 4,500, 86 percent of them in our 4 plants 
located on the Niagara frontier. In addition, approximately 5 percent of our 
total sales go to other neighboring companies. Also, more than 65 percent of our 
production comes from these plants. I believe this should indicate the importance 
of our company to this area. 

Some indication of our importance to the national security can be gained from 
the following: 

1. Reception of 10 Army-Navy E awards. 

2. Chemical engineering achievement award (along with many others) for our 
part in the World War II synthetic-rubber program. 

3. Allocation of approximately 8,500 kilowatts of 25-cycle power by the War 
Production Board. This represented about 16 percent of our 25-cycle demand and 
was discontinued after the Schoellkopf power station rock-fall disaster in June 
1956. 

4. Operation of a plant for the Manhattan District Corps of Engineers. 

5. Installation of caustic soda-chlorine and thionyl-chloride plants at several 
Chemical Corps plants. Also, operation of one of their other plants. 

6. Manufacture of many materials, too numerous to mention, essential to 
various branches of defense in time of emergency. 
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The importance of power, at reasonable rates, to our company can be gathered 
from the following figures giving the percent of total manufacturing costs repre- 


sented by power for some of our basic products: Parosnt 
i a ae aa ee cashes va raneerereniahinmseaaditieines 21.3 
I i th beige meprenshpeeeey 12.0 
a 2 cen cigreatic main ipgenoeomeenet 24.1 
I engine ine hihi aia dienteentinteg an 11.6 
i. cc ecin ipa cguedimachakumisictomninenm 19.0 
a a a sees lablinaiesinnin ai dais prnd.ntinsbeeneepreresviengentt 30. 0 
I a, ween cehdeeninbin map ebenieweeeeh 29. 4 
as. crane manacintengnnelg-geerenanebansageein = aneinaeh 16.5 
I a ia ala sgersipecenon secretin hia ow aracassip nemepnemidtieeeater coe 10.3 


Three-to four-mill power is available to several of our competitors, located 
elsewhere in the United States, who also manufacture these basic products. 
Since chemical prices today are highly competitive, we cannot afford to continue 
to pay 6-7 mills for power. 

About half of our power demand has been supplied as 25-cycle power. Even 
if the proposed development should provide 60-cycle power at 4 mills or less, we 
would still be faced with an expenditure of approximately $5 million for con- 
version from 25 to 60 cycle. 

It is extremely difficult for our management to make any devision on further 
expansion until the availability and cost of power is known. 

On the basis of the above facts, we urgently request the passage of legislation, 
during this session of Congress, authorizing immediate development of Niagara 
River power at Niagara Falls. 

Sincerely yours, 
BJARNE KLAUSSEN, President. 


HooKer ELeCTROCHEMICAL Co., 
Niagara Falls, N. Y., April 22, 1957. 
Re §. 512 and 8. 1037, Redevelopment of Niagara River. 
Hon. Ropgert S. Kerr, 
Chairman, Subcommittee on Flood Control, Rivers and Harbors, 


Committee on Public Works, United States Senate, 
Washington, D. C. 


Dear SENATOR KERR: Since appearing before your committee on April 11, 
1957, I have had an opportunity to review my testimony and, as a result, I believe 
there may be certain points which, for the sake of the clarity of your record, 
need to be stated more explicitly. I am writing this letter for that purpose. 

Prior to the Schoellkopf disaster on June 7, 1956, the Niagara Falls area in- 
dustries were buying approximately 575,000 kilowatts of power from Niagara 
Mohawk, this being the amount they required to maintain operations in their 
present location. Most of the 575,000 kilowatts was 25-cycle power and a large 
proportion came from the Schoellkopf station. Before the disaster, these indus- 
tries were getting Schoellkopf power at 3 mills per kilowatt-hour and the balance 
of their requirements at a much higher price. But the overall average price of 
power to them—the decisive factor in determining the economics of operation— 
was about 444 mills per kilowatt-hour. A 4% mills average price was sufficiently 
low to enable these high-load-factor industries to conduct their operations on 
an economic basis at the falls, notwithstanding the availability of low-cost power 
to competitive operations in other parts of the country. 

Immediately following the Schoellkopf disaster, there occurred a rise in 
power rates to the falls industries which increased the average price for their 
overall requirements of 575,000 kilowatts to about 6144 mills per kilowatt-hour— 
a cost under which they cannot live except on a temporary emergency basis. 
Their only hope for healthy survival in the falls area is to obtain all their require- 
ments from redeveloped Niagara power at the earliest possible date. Survival at 
the falls of our long-established electroprocess industries involves not only the 
welfare of the companies concerned, but also that of the economy which they 
support, including the welfare of the 38,000 employees and of the large com- 
munity in which these industries are now located. 

In order that the Niagara Falls area industries may be placed in approxi- 
mately the same economic situation as they were before the loss of the Schoell- 


kopf plant, we need 575,000 kilowatts of power from the redevelopment of the 
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Niagara. Even with that amount of redeveloped power, we will not be in as 
good a position as we were before the disaster because of the heavy expense 
involved in converting 25-cycle facilities to 60 cycle at which the Power Authority 
of New York will supply power. This conversion cost is conservatively estimated 
to amount to at least three-fourths mill per kilowatt-hour, a very significant 
factor for high-load electroprocess and other industries to which power is 
essentially a raw material. 

So far as I can tell, everyone concerned with the Niagara situation recognizes 
the equity of making arrangements to restore the falls industries, as nearly as 
possible, to the position in which they were prior to the Schoellkopf collapse. 
Unfortunately, none of the Niagara bills now pending in the Congress assures 
that such arrangements will be made. For the present, we are managing to 
continue most of our operations on an interim basis at the falls, relying on the 
hope that Niagara redevelopment will come promptly and on such terms that 
we can look forward with confidence to stabilizing our business on a basis 
approximately that which existed prior to June 7, 1956. In the absence of such 
early redevelopment of the Niagara, migration of industries and transfer of 
operations elsewhere is inevitable. 

We earnestly request that any bill which our committee finally decides to 
recommend to the Congress will make provision for the hard hit Niagara Falls 
area industries. And, I need to repeat, none of the bills now pending do this. 

Certain proposals and bills now contemplate allocating 445,000 kilowatts of 
power to Niagara Mohawk as a matter of equity to that company considering 
the loss of the Schoellkopf plant and in order to liquidate the project 16 license. 
If such an allocation is made to Niagara Mohawk, it should, as I believe you and 
I agreed in the course of my testimony on April 11, 1957, go ultimately to the 
Niagara Falls area industries, the group which everybody agrees has been hit 
hardest by the Schoellkopf collapse. 

The language of the pending bills on the subject of the allocation to Niagara 
Mohawk does not effectively accomplish this result. 

In addition, even if a provision for an allocation of 445,000 kilowatts is made 
to Niagara Mohawk and effectively phrased to dedicate the allocation to the 
industries which are now suffering from the loss of low-cost power, that provi- 
sion would still not assure the affected industries of the overall amount of 
575,000 kilowatts which they were buying before June 7, 1956. Therefore, we 
respectfully ask that any provision for the allocation of Niagara power be so 
phrased that the long-established Niagara Falls area high-load-factor electro- 
process and other industries will be assured a total of 575,000 kilowatts, in part 
to be made up of any allocation such as 445,000 kilowatts to Niagara Mohawk 
in liquidation of its project 16 license. 

I wish to thank you for the courtesies shown me when I testified before your 
committee and for the privilege of including this letter as part of the record of 
the committee’s proceedings. Should there be any additional facts concerning 
the Niagara Falls area industries and their power requirements which you think 
may be of assistance in your committee’s deliberation, I hope you will call on 
me so that I may have an opportunity to supply you with all material that you 
deem relevant to evaluating our plight and to a legislative solution of our problem. 

May I again emphasize that, in referring to the Niagara Falls area indus- 
tries, I speak of the important companies which have associated themselves as 
the Basic Industries Power Committee of which I am chairman, and also all 
other industries similarly situated in the area. 

Very respectfully yours, 
R. L. MurRRAY, 
Chairman, Basic Industries Power Committee. 


CLAVERACK ELECTRIC COOPERATIVE, INC., 
Towanda, Pa., April 23, 1957. 
Hon. Ropert Kerr, 
Chairman, Senate Subcommittee of Public Works, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR KERR: We are submitting for the committee’s consideration a 
statement relative to the Niagara power development and would like very much 
to support the Clark bill in its entirety for reasons that will be fully explained in 
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our statement. We request your committee give favorable consideration to the 
importance of the preference clause as it is spelled out in Senator Clark’s bill. 

We of the Northeast have never had any public power or Federal power devel- 
opment, and we know that the people of the Northeast are paying excessive prices 
for electric power for this reason. We also know the method in which the St. 
Lawrence power has been distributed that the common people of New York and 
neighboring States will never benefit in the slightest from this large power de- 
velopment unless the Federal preference clause or its equivalent is injected into 
this legislation. 

We would like to advise you that legislation has been introduced in Pennsyl- 
vania Senate known as bill No. 548, to create a power authority in Pennsylvania 
to deal with the authority in New York State. This bill was introduced by Messrs. 
Mahaney and Dent. This bill is bipartisan sponsored. 

Enclosed you will find our statement for the records and trust that the people’s 
interest will be considered by your committee, which I am sure it will be. 

Very truly yours, 
F. R. Buatr, President. 


STATEMENT 


To: The Senate Public Works Committee for Redevolpment of Niagara Power. 
(Attention Senator Robert Kerr, chairman. ) 

My name is F. R. Blair, president of Claverack Electric Cooperative, Inc., 
Towanda, Pa. 

We would like to go on record as favoring the Clark bill as submitted, by au- 
thority of the 14 directors of this cooperative at a board meeting held on Tues- 
day, April 16, for reasons that we will explain in as few words as possible. Your 
kind indulgence will be appreciated. 

We directors represent the cooperative operating in 8 northeast Pennsylvania 
counties with 1,800 miles of line serving 6,000 rural homes, farms, small busi- 
nesses, churches, schools, and other developments. This cooperative is serving 
farms that produce fresh food, milk, and other perishable commodities that are 
marketed in the metropolitan area of New York, Philadelphia, and the entire 
metropolitan area of the Northeast. For that reason the consumption of power 
is high due to the nature of their operation resulting in this cooperative pur- 
chasing and distributing in excess of 2% million kilowatt-hours per month, with 
our load doubling in about every 3 years, or has in the past 10 years. Towanda, 
Pa., is 165 miles, as the crow would fly, from Niagara Falls. A sizable amount of 
our lines are in the 150-mile limit as referred to by New York Authority. How- 
ever, we cannot agree that 150 miles is the maximum distance. Using a yardstick 
that is already in effect in the TVA area west and northwest, we would naturally 
think or believe that this power could be transmitted from Niagara Falls to our 
system load centers for about 1.6 mills over the cooperative’s cost of approximate- 
ly 3 mills at the bus bar. We would naturally expect that our wholesale power 
cost from this source would not exceed 5 to 6 mills, which is more than a 5-mill 
saving over our present cost. Our present cost is 11.11 mills, 11.21 mills, and 11.20 
mills, and we do not see any immediate relief in sight for a more favorable power 
supply. 

We have advocated Federal development of Niagara Falls for a number of 
years, but it seems there have been many objections to such a piece of legislation 
from the power companies and powers that be in the State of New York. But 
we feel, and justly so, that Niagara Falls belongs to the people of the United 
States. This has been proven by the treaties signed by the Canadian Govern- 
ment and the United States. We cannot agree with the Senators of New York 
State, and particularly the New York Power Authority, that this power belongs 
to the State of New York any more than it belongs to the people of Pennsylvania 
or Ohio or some other group that borders Lake Erie which the water flows from, 
creating the Niagara River. It seems to us that it would be just as fair if the 
State of Pennsylvania would dig a canal from the shores of Lake Erie to Pitts- 
burgh or to the Allegheny River, forming a number of power generating sites in 
this State, as it would be to let this water flow down the Niagara River over the 
falls and New York State claiming all the power generated at that point. 

In the hearings that have been held thus far much has been said on the cost of 
coal in Pennsylvania and the cheap power that can be produced from that source. 
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We are convinced that the figures mentioned in these hearings have been sub- 
stantially correct, but somehow when the private utilities generate and distribute 
this power or transmit it over a distance of a few miles, the cost isn’t 4 mills, it 
becomes 814 to 9 to 11 plus mills wholesale, and 2 cents to 10 cents per kilowatt- 
hour retail. 

The Niagara Mohawk Power Co. is being given a preference, why not give 
cooperative, municipalities, and other groups a fair break, or at least the break 
they deserve? 

We again would like to sincerely request that this committee give favorable 
consideration to the legislation as introduced by Senator Clark, as we know that 
if Other legislation is passed, large industry in the area along with private utili- 
ties would monopolize on this entire power supply, and the average person, co- 
operative, municipalities, and other consumers will be completely left out of the 
picture and will never receive any benefits from this great power development. 





PENNSYLVANIA-OHI0-NEW YORK COMMITTEE 
on Low Cost NIAGARA-StT. LAWRENCE POWER, 
North Baltimore, Ohio, April 22, 1957. 
Senator Rosperr Kerr, 
Senate Office Building, 
Washington, D. C. 

Drak SENATOR KERR: At the time of the Senate hearings on 8. 512, April 10, 
11 and 12, several members of your committee evinced considerable interest in 
the problem of financing which Mr. Moses said would be difficult, or impossible, if 
an absolute preference clause were to be included. 

I wrote former Senator Lehman a letter inquiring from him what his opinion 
on that matter would be and I enclose, herewith, a photostatic copy of his reply, 
as well as mimeographed copies which you might wish to hand to members of 
your committee. 

Also enclosed are several copies of the bill now before our Ohio General 
Assembly intended to provide for the purchase and resale of such Niagara power 
as may become available to Ohio. 

Yours very truly. 
PoweEks Lusk, Executive Secretary. 


NEw YorK 22, N. Y., April 17, 1957. 
Mr. Powers LUSkE, 
Executive Secretary, Pennsylvania-Ohio-New York Committee on Low Cost 
Niagara-St. Lawrence Power, North Baltimore, Ohio. 

My Dear Mr. Luse: Many thanks for your very kind letter of April 15. 

I was very sorry indeed that I could not testify at the Senate Public Works 
Committee hearing on the Clark bill, S. 512. Unfortunately, a long time ago 
I had made speaking engagements both in Albany and in New York on the days 
of the hearings. I am, however, preparing a statement again setting forth 
my views, which the chairman has agreed to place in the record. 

I have followed the hearings in the press and through reports from Julius 
Edelstein, as closely as possible. I have not changed my mind, regarding the 
necessity of having the preference clause which was in my bill, included in the 
new legislation. I am convinced that the argument of Robert Moses that the 
preference clause, if included in the bill, would affect the marketability of the 
power authority bonds, has no validity whatsoever. I believe, as I always have, 
that the bonds, with a preference clause, would meet with a ready and favorable 
response from the public at a reasonable rate of interest. 

I very much hope the Clark bill without substantial amendment will be enacted. 
It is a great pity that after we were able to pass our bill in the Senate last 
year by a considerable majority, it died in the House. 

Thank you again for your letter. 

With kindest personal regards, I am 

Yours very sincerely, 
Hereert H. LEHMAN. 
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102ND GENERAL ASSEMBLY, REGULAR SESSION, 1957-1958 
H. B. No. 894 


Messrs. Dennis—Miller 


A BILL To enact section 4905.051 of the Revised Code, relative to designation of the public 
utilities commission as agent for the procurement of electric energy 


Be it enacted by the General Assembly of the State of Ohio: 


Secrron 1. That section 4905.051 of the Revised Code be enacted to read as 
follows: 

Sec. 4905.051. The public utilities commision is hereby designated as the agent 
of the State of Ohio with full powers to act for and represent the State in any 
negotiations, arrangements, proceedings or contracts for the procurement of 
electric energy from any source outside of the State of Ohio and shall, with the 
approval of the governor, contract for the purchase of such electric energy 
when available and the resale, on a nonprofit basis, of such electric energy to 
electric light companies, whether State, municipally, cooperatively or privately 
owned, for distribution within the State of Ohio with preference for purchase of 
such electricity on resale being given to purchasers on the basis of need. The 
public utilities commission, with the approval of the governor, is authorized 
and empowered to enter into contracts for the transmission of such electric 
energy from the place of purchase to a point or points within the State of Ohio. 

The public utilities commission shall not complete a contract for the procure- 
ment of electric energy from any source before it has entered into a contract or 
contracts for the resale of such electric energy to one or more purchasers. 
Reasonable assessments not exceeding the actual expenses of the public utilities 
comniission incurred in carrying out the purposes and objectives of this section 
may be made in proportion to electric energy resold against the purchasers to 
whom such electric energy is resold. 


Ciry OF BUFFALO, 
OFFICE OF THE MAYOR, 
May 15, 1957. 
Re §S. 512 and S. 1037, Niagara River power development 
Hon. Rosert S. Kerr, 
Chairman, Subcommittee on Flood Control, Rivers and Harbors Com- 
mittee on Public Works, United States Senate, Washington, D. C. 


Dear SENATOR KERR: The prompt development of electric power from the 
Niagara River is of great importance to the city of Buffalo because Buffalo 
industries employing approximately 45,000 now operate primarily on 25-cycle 
power which must be replaced by Niagara power. 

The industries to which I refer are the flour milling, steel, and chemical in- 
dustries. These industries in Buffalo are in the same situation as the industries 
at Niagara Falls. In each case they were built up and are now operating on 
power supplied by the Schoellkopf station which was the heart of an industrial 
power system of 650,000 kilowatts. With a collapse of the Schoellkopf station, 
this entire system (all of it) is coming to an end and must be replaced by power 
from the redevelopment of the Niagara. 

I understand that industries at Niagara Falls which rely upon this system 
use 575,000 kilowatts and employ 38,000. The Buffalo industries use 325,000 
kilowatts and employ approximately 45,000. This makes a total of over 80,000 
employees in the industries in Buffalo and Niagara Falls which must have power 
from the Niagara if they are to continue to operate as in the past. Anything 
which would jeopardize the continuation of these industries and their develop- 
ment in Buffalo must be avoided. It seems to me that there is nothing in the 
Niagara picture which is more important than this consideration. 

It is particularly important that uncertainties as to the future availability of 
reasonably priced power be resolved and I respectfully urge that the legislation 
reported by your committee provide for an allocation of power to the Buffalo 
industries sufficient to meet present requirements. 


Respectfully, 
STEVEN PaANnKow, Mayor. 
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